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SECURITIES EXCHANGE ACT OF 1934 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17753/April 24, 1981 


NOTICE OF EFFECTIVENESS OF A PROPOSED 
RULE CHANGE BY THE National Securities 
Clearing Corporation (File No. SR-NSCC-81-5) 


The National Securities Clearing Corporation 
(“NSCC’”’) submitted on April 7, 1981, a proposed 
rule change under Rule 19b-4 which increases 
data processing fees for items submitted in paper 
form. The proposed fee changes are designed to 
eliminate the current imbalance between net data 
entry revenues and cost. 


The foregoing rule change has become effective 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934 and Rule 19b-4 thereun- 
der. At any time within sixty days of the filing of 
such proposed rule change, the Commission may 
summarily abrogate the rule change if it appears 
to the Commission that such action is necessary 
or appropriate in the public interest, for the protec- 
tion of investors, or otherwise in furtherance of the 
purposes of the Securities Exchange Act of 1934. 


Publication of the submission is expected to be 
rade in the Federal Register during the week of 
April 27, 1981. Interested persons are invited to 
submit written data, views and arguments con- 
cerning the submission within twenty-one days 
from the date of publication in the Federal Regis- 
ter. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of 
the Commission, Securities and Exchange Com- 
mission, 500 North Capitol Street, Washing- 
ton, D.C. 20549. Reference should be made to 
File No. SR-NSCC-81-5. 


Copies of the submission, with accompanying ex- 
hibits, and of all written comments will be available 
for public inspection at the Securities and Ex- 
change Commission’s Public Reference Room, 
1100 L Street, N.W., Washington, D.C. Copies of 
the filing will also be available at the principal of- 
fice of the above-mentioned self-regulatory organi- 
zation. 
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For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17754/April 24, 1981 


NOTICE OF FILING AND EFFECTIVENESS OF 
PROPOSED RULE CHANGE BY THE PACIFIC 
STOCK EXCHANGE INCORPORATED 


File No. SR-PSE-81-7 


The Pacific Stock Exchange Incorporated (“PSE”) 
submitted on April 14, 1981, a proposed rule 
change under Rule 19b-4 to authorize the distri- 
bution of membership rights to current PSE mem- 
bers. Each right will entitle the holder to purchase 
one tenth of a membership with ten rights and 
payment of $10,000 being required to make the 
purchase. The rights will be transferable. 


The foregoing rule change has become effective, 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934. At any time within sixty 
days of the filing of the proposed rule change the 
Commission may summarily abrogate the pro- 
posed rule change if it appears to the Commission 
that such action is necessary or appropriate in the 
public interest, for the protection of investors, or 
otherwise in furtherance of the purposes of the Se- 
curities Exchange Act of 1934. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
April 27, 1981. In order to assist the Commission 
to determine whether to approve the proposed rule 
change or institute proceedings to determine 
whether the proposed rule change should be dis- 
approved, interested persons are invited to submit 
written data, views and arguments concerning the 
submission within 21 days from the date of publi- 
cation in the Federal Register. Persons desiring to 
make written comments should file six copies 
thereof with the Commission, 500 North Capitol 
Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-PSE-81-7. 
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Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the 
Commission, and all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those 
which may be withheld from the public in accord- 
ance with the provisions of 5 U.S.C. § 552, will be 
available for inspection and copying at the Com- 
mission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17755/April 24, 1981 


NOTICE OF RECEIPT OF AMENDMENT TO CQ 
PLAN FILED PURSUANT TO SECTION 
11A(a)(3)(B) OF THE SECURITIES EXCHANGE 
ACT OF 1934 


File No. 4-281 


On April 1, 1981, the participants in the consoli- 
dated quotation system (‘“CQS’) submitted to the 
Commission an amendment to the joint industry 
plan implementing and governing the operation of 
the CQS (the ‘“Plan’”) authorized pursuant to Sec- 
tion 11A(a)(3)(B) of the Securities Exchange Act 
of 1934 (“Act”). 


|. Description of Amendment 


The Plan participants have proposed amending 
Sections I(z) and VI(d) of the Plan and adding a 
new Section (b-1) to Section I(b) of the Plan. The 
purpose of this amendment is to provide in the 
Plan for the selection and dissemination by the 
Securities Industry Automation Corporation, 
(“SIAC”), the Plan processor, of a “best” bid and 
offer (“BBO”) with respect to each Eligible Securi- 
ty. The amendment was filed in response to the 
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Commission’s suggestion’ that the creation of a 
central processor who would make available a 
BBO for each Eligible Security to quotation infor- 
mation vendors might facilitate compliance by 
those vendors with the requirement in Rule 
11Ac1-—2(c)(2)(1) under the Act that they display 
either a BBO or a quotation montage for all subject 
securities for which they provide quotation infor- 
mation.? 


The amendment defines the BBO as the highest 
bid and lowest offer for an Eligible Security fur- 
nished to the Plan processor for public dissemina- 
tion by any Plan participant. In this connection, the 
amendment states that if two or more bids or 
offers at the same price are received, the BBO 
shall be determined on the basis of size, and, as 
between bids or offers at the same price and size, 
on the basis of time received. 


ll. Request for Comment 


In order to assist the Commission in determining 
whether to approve the proposed amendment, in- 
terested persons are invited to submit their views 
and comments on the proposal to George A. 
Fitzsimmons, Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549, within 21 
days from the date of publication in the Federal 
Register. The amendment to the Plan will be avail- 
able for public inspection in the Commission’s 
public reference room. All communications should 
refer to File No. 4-281. 


1See Securities Exchange Release No. 16924 
(June 24, 1980) 45 FR 44922. 


2The Commission deferred the effective date of 
the provisions of Rule 11Ac1-2 applicable to quo- 
tation information vendors from October 5, 1980 to 
January 3, 1981 and again from January 3, 1980 
to September 1, 1981, “to permit the CQ Plan par- 
ticipants and the Securities Industry Automation 
Corporation (“SIAC”), as CQ Plan processor, the 
time necessary to complete development and im- 
plementation of a BBO Central Processor.” Secu- 
rities Exchange Release No. 17368 (Decem- 
ber 11, 1980), 45 FR 83477. 
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For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17756/April 27, 1981 


NOTICE OF FILING OR PROPOSED RULE 
CHANGE BY THE Stock Clearing Corporation of 
Philadelphia (File No. SR-SCCP-81-2)) 


The Stock Clearing Corporation of Philadelphia 
submitted on April 21, 1981, a proposed rule 
change, pursuant to Rule 19b—4 under the Securi- 
ties Exchange Act, establishing a $100 monthly 
account fee for pledgee banks. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
May 4, 1981. Interested persons are invited to 
submit written data, views and arguments con- 
cerning the submission within twenty-one days 
from the date of publication in the Federal Regis- 
ter. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of 
the Commission, Securities and Exchange Com- 
mission, 500 North Capitol Street, Washing- 
ton, D.C. 20549. Reference should be made to 
File No. SR-SCCP-81-2. 


Copies of the submission, with accompanying ex- 
hibits, and of all written comments will be available 
for public inspection at the Securities and Ex- 
change Commission’s Public Reference Room, 
1100 L Street, N.W., Washington, D.C. Copies of 
the filing will also be available at the principal of- 
fice of the above-mentioned self-regulatory organi- 
zation. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17757/April 27, 1981 


NOTICE OF FILING OR PROPOSED RULE 
CHANGE BY THE 


AMERICAN STOCK EXCHANGE, INC. 

CHICAGO BOARD OPTIONS EXCHANGE, 
INCORPORATED 

PHILADELPHIA STOCK EXCHANGE, INC. 


File Nos. SR-Amex-81-8 
SR-CBOE-81-8 
SR-PhIx-81-7 


The American Stock Exchange, Inc. (““Amex’’), the 
Chicago Board Options Exchange, Incorporated 
(“CBOE”), and the Philadelphia Stock Exchange, 
Inc. (“Phix”) each have submitted a proposed rule 
change under Rule 19b-4 to amend the joint op- 
tions exchange options allocation plan of the op- 
tions exchanges to provide for the replacement of 
involuntarily delisted options." 


Publication of the submissions is expected to be 
made in the Federal Register during the week of 
April 27, 1981. In order to assist the Commission 
to determine whether to approve the proposea rule 
changes or institute proceedings to determine 
whether the proposed rule changes should be dis- 
approved, interested persons are invited to submit 
written data, views and arguments concerning the 
submissions within 21 days from the date of publi- 
cation in the Federal Register. Persons desiring to 
make written comments should file six copies 
thereof with the Secretary of the Commission, Se- 
curities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Refer- 
ence should be made to File Nos. SR-Amex- 
81-8, SR-CBOE-81-8, and SR-Phix-81-7. 


Copies of the submissions, all subsequent amend- 
ments, all written statements with respect to the 


1Amex’s proposed rule change was submitted on 
April 16, 1981, CBOE’s on April 20, 1981, and 
Phix’s on April 27, 1981. A proposed rule change 
substantially identical in content is anticipated 
from the Pacific Stock Exchange, Incorporated 
(“PSE”). 
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proposed rule changes which are filed with the 
Commission, and all written communications 
relating to the proposed rule changes between the 
Commission and any person, other than those 
which may be withheld from the public in accord- 
ance with the provisions of 5 U.S.C. 552, will be 
available for inspection and copying at the Com- 
mission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. Copies of the filing and of 
any subsequent amendments will also be availa- 
ble at the principal office of the above-mentioned 
self-regulatory organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17758/April 28, 1981 


In the Matter of Applications of the: 
BOSTON STOCK EXCHANGE, INC. 
For Unlisted Trading Privileges 
Securities Exchange Act of 1934 


FINDINGS AND ORDER GRANTING APPLICA- 
TIONS FOR UNLISTED TRADING PRIVILEGES 


The Boston Stock Exchange (“BSE”) has filed ap- 
plications with the Commission pursuant to Sec- 
tion 12(f)(1)(B) of the Securities Exchange Act of 
1934 (‘Act’) and Rule 12f-1 [17 CFR 240.12f-1] 
thereunder, for unlisted trading privileges in the 
following securities which are listed on another na- 
tional securities exchange:' 





‘Notice of these applications was given by publi- 
cation in the Federal Register. 45 FR 39593 
(June 11, 1980). The Commission has received no 
comments with respect to these applications. 
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Grolier Inc. 
Common Stock, $.50 Par Value (File No. 
7-5564) 


Reading Co. 
Common Stock, $50 Par Value (File No. 
7-5568) 


The Commission finds that approval of the BSE’s 
applications for unlisted trading privileges in these 
securities is consistent with the maintenance of 
fair and orderly markets and the protection of in- 
vestors. As a national securities exchange regis- 
tered with the Commission pursuant to Section 6 
of the Act, the BSE is subject to the provisions of 
paragraph (b) of that section, and to the Commis- 
sion’s inspection authority and oversight responsi- 
bility under Sections 17 and 19 of the Act and the 
rules and regulations thereunder. In addition, 
transactions in the subject securities, regardless 
of the market in which they occur, are reported in 
the consolidated transaction reporting system con- 
templated by Rule 11Aa3-1 under the Act [17 
CFR 240.11Aa3-1]. The availability of last sale in- 
formation for the subject securities should contrib- 
ute to pricing efficiency and to ensuring that trans- 
actions on the BSE are executed at prices which 
are reasonably related to those occurring in other 
markets. Finally the Commission has received no 
comments indicating that the granting of these ap- 
plications would not be consistent with the mainte- 
nance of fair and orderly markets and the protec- 
tion of investors. The Commission further finds 
that approval of the BSE applications will provide 
increased opportunities for competition among 
brokers and dealers and among exchange mar- 
kets consistent with the purposes of the Act and 
the objectives of the national market system. 


ACCORDINGLY, IT IS ORDERED, pursuant to 
Section 12(f)(1)(B) of the Act, that the applications 
for unlisted trading privileges on the Boston Stock 
Exchange in the above named securities are here- 
by approved. 


For the Commission by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17759/April 28, 1981 


In the Matter of Application of the 
BOSTON STOCK EXCHANGE, INC. 
For Unlisted Trading Privileges 
Securities Exchange Act of 1934 


FINDINGS AND ORDER GRANTING APPLICA- 
TIONS FOR UNLISTED TRADING PRIVILEGES 


The Boston Stock Exchange (‘‘BSE”’) has filed ap- 
plications with the Commission pursuant to Sec- 
tion 12(f)(1)(B) of the Securities Exchange Act of 
1934 (“Act”) and Rule 12f-1 [17 CFR 240.12f-1] 
thereunder, for unlisted trading privileges in the 
following securities which are listed on another na- 
tional securities exchange: 


C.|. Mortgage Group 
Common Shares of Beneficial Interest, No 
Par Value (File No. 7-5561) 


Horn & Hardart Baking Co. 
Common Stock, $1 Par Value (File No. 
7-5566) 


D.C. Trading Development Corp. 
Class A Stock, $.20 Par Value (File No. 
7-5562) 


Homasote Co. 
Common Stock, $.20 Par Value (File No. 
7-5565) 


Pittsburgh Brewing Company 
Common Stock, $1 Par Value (File No. 
7-5567) 


The Commission finds that approval of the BSE 
applications for unlisted trading privileges in these 


‘Notice of these applications was given by publi- 
cation in the Federal Register. 45 FR 39593 
(June 11, 1980). The Commission has received no 
comments with respect to these applications. 


910/SEC DOCKET 


securities is consistent with the maintenance of 
fair and orderly markets and the protection of in- 
vestors. As a national securities exchange regis- 
tered with the Commission pursuant to Section 6 
of the Act, the BSE is subject to the provisions of 
paragraph (b) of that section, and to the Commis- 
sion’s inspection authority and oversight responsi- 
bility under Sections 17 and 19 of the Act and the 
rules and regulations thereunder. In addition, last 
sale and quotation information in the subject secu- 
rities will be provided by the BSE to vendors of se- 
curities information and will be available on the 
BSE floor. The availability of such information for 
the subject securities should contribute to pricing 
efficiency and to ensuring that transactions on the 
BSE are executed at prices which are reasonably 
related to those occurring in other markets. 
Finally, the Commission has received no com- 
ments indicating that the granting of these applica- 
tions would not be consistent with the mainte- 
nance of fair and orderly markets and the 
protection of investors. The Commission further 
finds that approval of the BSE applications will 
provide increased opportunities for competition 
among brokers and dealers and among exchange 
markets consistent with the purposes of the Act. 


ACCORDINGLY, -IT IS ORDERED, pursuant to 
Section 12(f)(1)(B) of the Act, that the applications 
for unlisted trading privileges on the BSE in the 
above named securities are hereby approved. 


For the Commission by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17760/April 29, 1981 


NOTICE OF FILING AND EFFECTIVENESS OF 
PROPOSED RULE CHANGE BY THE CHICAGO 
BOARD OPTIONS EXCHANGE, INCORPORA- 
TED 


File No. SR-CBOE-81-6 


The Chicago Board Options Exchange, Incorpora- 
ted submitted, on April 7, 1981, a proposed rule 
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change under Rule 19b-4 to clarify certain of its 
GNMA options rules. 


The foregoing change has become effective, pur- 
suant to Section 19(b)(3)(A) of the Securities Ex- 
change Act of 1934 (‘Act’). At any time within 
sixty days of the filing of such proposed rule 
change, the Commission may summarily abrogate 
such rate change if it appears to the Commission 
that such action is necessary or appropriate in the 
public interest, for the protection of investors, or 
otherwise in furtherance of the purposes of the 
Act. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
May 4, 1981. Interested persons are invited to 
submit written data, views and arguments con- 
cerning the submission within 21 days from the 
date of publication in the Federal Register. Per- 
sons desiring to make written comments should 
file six copies thereof with the Secretary of the 
Commission, Securities and Exchange Commis- 
sion, 500 North Capitol Street, Washington, D.C. 
20549. Reference should be made to File No. 
SR-CBOE-81-6. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the 
Commission, and all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those 
which may be withheld from the public in accord- 
ance with the provisions of 5 U.S.C. 552, will be 
available for inspection and copying at the Com- 
mission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17761/April 29, 1981 


NOTICE OF THE FILING AND EFFECTIVENESS 
OF PROPOSED RULE CHANGE BY THE MUNIC- 
IPAL SECURITIES RULEMAKING BOARD 


File No. SR-MSRB-81-4 


The Municipal Securities Rulemaking Board (the 
“MSRB”) submitted on April 16, 1981, a proposed 
rule change under Rule 19b-4 to amend MSRB 
rule G-35 with respect to the composition of the 
Arbitration Committee (the ‘“Committee’). The 
Committee selects a pool of arbitrators to review 
claims submitted to arbitration arising out of the 
activities of municipal securities brokers or munici- 
pal securities dealers. The current rule requires all 
members of the Committee to serve two-year 
terms. The proposed amendments would reduce 
the terms for MSRB members serving on the 
Committee to one year and would clarify certain 
provisions of the rule. 


The foregoing change has become effective, pur- 
suant to Section 19(b)(3)(A) of the Securities Ex- 
change Act of 1934 (the “Act’’). At any time, within 
sixty days of the filing of such proposed rule 
change, the Commission may summarily abrogate 
such rule change if it appears to the Commission 
that such action is necessary or appropriate in the 
public interest, for the protection of investors, or 
otherwise in furtherance of the purposes of the Se- 
curities Exchange Act of 1934. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
May 4, 1981. In order to assist the Commission in 
determining whether to abrogate the proposed rule 
change, interested persons are invited to submit 
written data, views, and arguments concerning the 
submission within 21 days from the date of publi- 
cation in the Federal Register. Persons desiring to 
make written comments should file six copies 
thereof with the Secretary of the Commission, Se- 
curities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Refer- 
ence should be made to File No. SR-MSRB- 
81-4. 


Copies of the submission, all subsequent amend- 
ments, and all written statements with respect to 
the proposed rule change which are filed with the 
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Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those 
which may be withheld from the public in accord- 
ance with the provisions of 5 U.S.C. § 552, will be 
available for inspection and copying at the Com- 
mission's Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. Copies of the filing and of 
any subsequent amendments will also be availa- 
ble at the principal office of the above-mentioned 
self-regulatory organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 22023/April 24, 1981 


In the Matter of 


CENTRAL POWER AND LIGHT COMPANY 
P.O. Box 2121 
Corpus Christi, Texas 78403 


(70-6590) 


NOTICE OF PROPOSAL TO LEASE RAIL COAL 
CARS 


Central Power and Light Company (“Company”), 
an electric utility subsidiary of Central and South 
West Corporation, a registered holding company, 
has filed an application-declaration with this Com- 
mission pursuant to Sections 9(a) 10 and 13 of the 
Public Utility Holding Company Act of 1935 
(“Act”), and Rules 86 to 95 thereunder. 


Due to increased use of coal at Unit 1 of its Coleto 
Creek generating station in Goliad County, Texas 
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coupled with the destruction of and/or need to re- 
pair 21 of the rail cars the Company owns, it has 
become necessary to lease additional coal cars. 
The Company proposes to enter into a one year 
lease for 105 rail cars which would commence in 
May, 1981 with the option to extend that lease for 
an additional year. The Company has solicited 
bids for the leasing of 105 additional cars. The 
Company has received five bids, and expects to 
receive 3 to 5 more bids. An affiliate of the Com- 
pany is contemplating the submission of a bid. If 
the affiliate’s bid either is or matches the lowest 
bid submitted to the Company, the Company will 
accept such affiliate’s bid. If such affiliate’s bid is 
accepted, the lease rate to be paid by the Compa- 
ny shall not exceed the affiliate’s cost of providing 
such cars. 


Because of the emergency need for additional 
coal cars, subject to Commission approval, the 
Company has leased 40 coal cars from PLM 
Railcar Services, Inc. pursuant to a six month 
lease commencing February 1981 with an option 
to extend the lease for an additional six months. 
These cars are leased at a rate of $280 per car 
per month plus $.02 per mile. 


The application-declaration and any amendments 
thereto are available for public inspection through 
the Commission's Office of Public Reference. In- 
terested persons wishing to comment or request a 
hearing should submit their views in writing by 
May 18, 1981, to the Secretary, Securities and Ex- 
change Commission, Washington, D.C. 20549, 
and serve a copy on the applicant-declarant at the 
address specified above. Proof of service (by affi- 
davit or, in the case of an attorney at law, by certif- 
icate) should be filed with the request. Any request 
for a hearing shall identify specifically the issues 
of fact or law that are disputed. A person who so 
requests will be notified of any hearing, if ordered, 
and will receive a copy of any notice or order 
issued in this matter. After said date, the 
application-declaration, as filed or as it may be 
amended, may be granted and permitted to be- 
come effective. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 22024/April 24, 1981 


In the Matter of 


SYSTEM FUELS, INC. 

Noro Plaza 

666 Poydras 

New Orleans, Louisiana 70130 


ARKANSAS POWER & LIGHT COMPANY 
First National Building 
Little Rock, Arkansas 72203 


LOUISIANA POWER & LIGHT COMPANY 
142 Delaronde Street 
New Orleans, Louisiana 70174 


MISSISSIPPI POWER & LIGHT COMPANY 
Electric Building 
Jackson, Mississippi 39205 


NEW ORLEANS PUBLIC SERVICE INC. 
317 Baronne Street 
New Orleans, Louisiana 70112 


(70-6428) 


NOTICE OF AMENDMENT OF FINANCING 
ARRANGEMENTS RELATED TO THE PUR- 
CHASE OF FUEL BY A NONUTILITY SUBSIDI- 
ARY FOR USE BY OPERATING COMPANIES 


Arkansas Power & Light Company, Louisiana 
Power & Light Company, Mississippi Power & 
Light Company, and New Orleans Public Service 
Inc. (collectively, the “Operating Companies”), all 
public utility subsidiary companies of Middle South 
Utilities, Inc. (“Middle South’), a registered hold- 
ing company, together with System Fuels, Inc. 
(“SFI”), a jointly owned nonutility subsidiary com- 
pany of the Operating Companies, have filed with 
this Commission a post-effective amendment to 
the declaration previously filed in this preceding 
pursuant to Sections 6(a), 7, 12(b) and 12(f) of the 
Public Utility Holding Company Act of 1935 (‘Act’) 
and Rules 45 and 50(a)(5) thereunder. 


By order dated May 22, 1980 (HCAR No. 21584) 
SFI, with its Operating Companies, was authorized 
to enter into a loan agreement with Clipper Oil 
Corporation (‘Clipper’), a nonaffiliated company, 
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dated as of May 28, 1980 for the purpose of 
financing fuel inventory. Under the loan agreement 
Clipper makes loans to SFI in amounts not to ex- 
ceed $100,000,000 at any time outstanding out of 
the proceeds of commercial paper notes issued 
and sold by Clipper or the proceeds of revolving 
credit borrowings obtained by Clipper under a 
credit agreement dated as of May 28, 1981 be- 
tween Clipper and Bank of America. 


A post-effective amendment now has been filed 
seeking authorization to enter into an amended 
loan agreement under which the terms of the loan 
agreement would be extended from May 28, 1981 
to July 31, 1982 and certain related conforming 
changes would be made including changes in the 
timing and mechanics of subsequent renewals. 
Subsequent renewals will be for twelve-month pe- 
riods. Corresponding changes would also be 
made in the credit agreement which would also be 
extended to July 31, 1982. 


The declaration and any amendments thereto are 
available for public inspection through the Com- 
mission’s Office of Public Reference. Interested 
persons wishing to comment or request a hearing 
should submit their views in writing by May 18, 
1981, to the Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549, and serve 
a copy on the declarant at the address specified 
above. Proof of service (by affidavit or, in case of 
an attorney at law, by certificate) should be filed 
with the request. Any request for a hearing shall 
identify specifically the issues of fact or law that 
are disputed. A person who so requests will be 
notified of any hearing, if ordered, and will receive 
a copy of any notice or order issued in this matter. 
After said date, the declaration, as filed or as it 
may be amended, may be permitted to become ef- 
fective. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SEC DOCKET/913 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 22025/April 24, 1981 


In the Matter of 


AMERICAN ELECTRIC POWER COMPANY, INC. 
New York, New York 


(70-6558) 


ORDER AUTHORIZING ISSUANCE AND SALE 
OF COMMON STOCK TO TRUSTEE OF EM- 
PLOYEES’ THRIFT PLAN 


American Electric Power Company, Inc. (‘‘the 
Company”) a registered holding company, has 
filed a declaration and amendments thereto with 
this Commission pursuant to Sections 6(a), 7 and 
12(e) of the Public Utility Holding Company Act of 
1935 (‘Act’) and Rules 50(a)(5), 62 and 65 there- 
under. 


The Company proposes to issue and sell to The 
Huntington National Bank, Columbus, Ohio, as 
trustee of the Columbus and Southern Ohio Elec- 
tric Company (“CSOE”) Employees Thrift Plan 
(‘Thrift Plan’), or to any successor trustee of the 
Thrift Plan (““Trustee’’), up to 200,000 shares of its 
authorized, unissued Common Stock, $6.50 par 
value, from time to time through June 30, 1982, at 
a price per share equal to the average of the high 
and low prices of the Common Stock on the New 
York Stock Exchange on each date of sale (but in 
no event at less than the par value per share). 


The CSOE Thrift Plan permits full-time salaried 
employees of CSOE who have been employed for 
one year or more to contribute, to individual ac- 
counts maintained by the Trustee, up to 10% of 
their gross base pay through payroll deductions. 
CSOE makes a matching contribution of $.50 for 
each $1.00 of the employee’s contributions up 
to 6% of his gross base pay (a maximum of 3% of 
his gross base pay). All contributions are remitted 
to the Trustee for investment. Participants’ contri- 


butions are invested by the Trustee, as directed by 


each participant, in one or more of three separate 
funds: a Fixed Income Fund, invested in Govern- 
ment and corporate debt securities; a Common 
Stock Fund, invested predominantly in common 
stocks (other than Common Stock of the Compa- 
ny); and a Parent Company Stock Fund, invested 
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entirely in Common Stock of the Company. 
CSOE’s contributions on behalf of its participating 
employees are invested exclusively in the Parent 
Company Stock Fund. An employee’s contribu- 
tions to his account under the Thrift Plan are vest- 
ed at all times. After the employee has completed 
five years of service with CSOE, all prior Company 
contributions to his account, and any such contri- 
butions made thereafter, become 100% vested. 
On January 1, 1981, there were 864 CSOE em- 
ployees enrolled in the Thrift Plan out of a total of 
1,350 employees eligible to participate. Since the 
acquisition of CSOE by the Company in May 1980, 
the Trustee has been obtaining Common Stock of 
the Company for the CSOE Thrift Plan by 
purchasing shares in the open market. 


The shareholders have authorized the Company 
to offer to issue and sell to the Trustee from time 
io time as many shares of Common Stock as the 
Trustee may require for the Thrift Plan, from the 
Company’s authorized unissued shares, at a price 
per share equal to the average of the high and low 
prices of the Common Stock on the New York 
Stock Exchange on each date of sale (but in no 
event at less than the par value per share). The 
Board of Directors of the Company will have au- 
thority to cease issuing and selling new shares to 
the Trustee at any time, and from time to time, if 
the Board determines it is in the best interest of 
the Company to do so. 


The proposal is intended primarily to permit the 
Trustee to purchase shares of Common Stock for 
participants in the Thrift Plan on terms as favora- 
ble as those available to the trustee of the Ameri- 
can Electric Power System Employees Savings 
Plan (“System Savings Plan’). The Company will 
not be able to require the Trustee to purchase any 
shares from it, but it is expected that the Trustee 
will elect to purchase shares from the Company 
rather than in the open market, because by doing 
so it will not have to pay any brokerage fee or 
commissions. 


On the basis of current Thrift Plan enrollment, 
rates of contribution, and investment elections, it 
is estimated that the Trustee will receive approxi- 
mately $1,500,000 annually (excluding dividends 
on shares of Common Stock) to be invested in 
Common Stock of the Company. At a price equal 
to the median of the high and low market prices of 
the Common Stock during 1980 ($17.44 per 
share), such amount could purchase approximate- 
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ly 86,000 shares of Common Stock annually. So 
long as the market price of the Common Stock is 
below the book value of the outstanding shares of 
Common Stock ($21.07 at December 31, 1980), 
the sale of shares to the Trustee will have a 
dilutive effect on the book value of the outstanding 
shares. Increases in the number of outstanding 
shares also may have a dilutive effect on earnings 
per share. Such effects, however, are not ex- 
pected to be significant, due to the relatively small 
number of shares which are likely to be sold to the 
Trustee annually in relation to the total number of 
shares of Common Stock already outstanding 
(146,892,240 shares as of December 31, 1980). 
The proposal does not contemplate any limit on 
the number of shares of Common Stock that may 
be issued and sold by the Company to the Trus- 
tee. 


CSOE employees hired after January 1, 1981 will 
not become eligible to participate in the Thrift 
Plan, but instead will be offered participation in the 
System Savings Plan. Consequently, contributions 
under the Thrift Plan designated for investment in 
Common Stock of the Company are not expected 
to increase significantly from current levels and, 
instead, eventually will decline as the present 
CSOE employees retire or otherwise terminate 
employment. 


The proposal was submitted for shareholder ap- 
proval in accordance with New York State Law 
and the Company’s Restated Certificate of Incor- 
poration which states that such shares of Common 
Stock must first be offered pro rata to the Compa- 
ny shareowners, upon terms not less favorable 
than the terms upon which such shares are 
offered to persons other than shareowners, unless 
the offering has been authorized or approved by 
the affirmative vote of the holders of record of a 
majority of the outstanding shares of Common 
Stock. 


The Company requests an exception from the 
competitive bidding requirements of Rule 50 pur- 
suant to subparagraph (a)(5) for the issue and 
sale of Common Stock to the Trustee for the Thrift 
Plan. 


The fees, commissions and expenses to be 
incurred in connection with the proposed transac- 
tion are estimated to be $533,000 including 
$140,000 for printing costs and $390,000 for 
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transfer agent’s fees and expenses, postage and 
brokers and fiduciaries expenses. It is stated that 
no state commission and no federal commission, 
other than this Commission, has jurisdiction over 
the proposed transactions. 


Due notice of the filing of said declaration has 
been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 21955), 
and no hearing has been requested of or ordered 
by the Commission. Upon the basis of the facts in 
the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied: 


IT IS ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
declaration, be, and it hereby is, permitted to be- 
come effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated 
under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 22026/April 24, 1981 


In the Matter of 


MISSISSIPPI! POWER COMPANY 
Gulfport, Mississippi 


(70-6576) 


ORDER AUTHORIZING ISSUANCE AND SALE 
OF PREFERRED STOCK AT COMPETITIVE BID- 
DING AND RESERVING JURISDICTION OVER 
THE ISSUANCE AND SALE OF FIRST MORT- 
GAGE BONDS 


Mississippi Power Company (‘Mississippi’), an 
electric utility subsidiary of The Southern Compa- 
ny, a registered holding company, has filed a dec- 
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laration with this Commission pursuant to Sections 
6(a), 7, and 12(c) of the Public Utility Holding 
Company Act of 1935 (‘Act’) and Rules 42 and 50 
promulgated thereunder regarding the following 
proposed transactions. 


Mississippi proposes to issue and sell at competi- 
tive bidding up to $10,000,000 aggregate par 
value of its preferred stock, with a par value of up 
to $100 per share, at a price to Mississippi (before 
giving effect to purchasers’ compensation) of not 
less than 100% nor more than 102-3%4% of the par 
value per share, which shall also be the public of- 
fering price per share. Mississippi may also make 
provision for a cumulative sinking fund. The au- 
thorized number of shares of preferred stock of 
Mississippi will be increased by amendment to the 
Articles of Incorporation of Mississippi. 


Mississippi also proposes to issue up and sell at 
competitive bidding up to $15,000,000 aggregate 
principal amount of its first mortgage bonds with a 
term of five to 30 years for a price to Mississippi of 
not less than 98% nor more than 101-%4% of the 
principal amount thereof, plus accrued interest. 
Mississippi may make provision for a mandatory 
cash sinking fund for the benefit of the new bonds. 
The filing has not been completed with respect to 
the issuance and sale of the new bonds, and ac- 
cordingly, jurisdiction will be reserved thereover. 


The fees and expenses to be incurred in connec- 
tion with the preferred stock are estimated at 
$95,000. No state commission and no federal 
commission, other than this Commission, has ju- 
risdiction over the proposed transactions. 


Due notice of the filing of said declaration has 
been given in the manner prescribed in Rule 23 
promulgated under the Act. (HCAR No. 21977), 
and no hearing has been requested of or ordered 
by the Commission. Upon the basis of the facts in 
the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied with respect to the issuance and sale of 
the preferred stock: 


IT |S ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
declaration, as amended, be, and it hereby is, 
permitted to become effective forthwith with re- 
spect to the issuance and sale of the preferred 
stock, subject to the terms and conditions pre- 
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scribed in Rules 24 and 50 promulgated under the 
Act. 


IT 1S FURTHER ORDERED that jurisdiction be, 
and it hereby is, reserved over the issuance and 
sale of the first mortgage bonds. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 22027/April 24, 1981 


In the Matter of 


ALABAMA POWER COMPANY 
Birmingham, Alabama 


(70-6533) 


ORDER AUTHORIZING CHANGE IN UNSE- 
CURED DEBT LIMITATION AND SOLICITATION 
OF PROXIES 


Alabama Power Company (‘‘Alabama’’), a public- 
utility subsidiary of The Southern Company, a reg- 
istered holding company, has filed a declaration 
with this Commission pursuant to Sections 6(a), 7 
and 12(e) of the Public Utility Holding Company 
Act of 1935 (‘Act’) and Rules 62 and 65 promul- 
gated thereunder regarding the following proposed 
transactions. 


Alabama proposes to submit to the holders of its 
outstanding preferred stock for consideration and 
action at a special meeting of such holders to be 
held on or about June 24, 1981, a proposal that 
Alabama be authorized, by vote of its preferred 
stockholders, to issue or assume, until July 1, 
1986, securities representing unsecured debt hav- 
ing maturities of less than ten years in excess of 
10% of capital, surplus, and unsecured debt, pro- 
vided that (a) the amount of securities repre- 
senting unsecured debt having maturities of less 
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than 10 years outstanding on January 1, 1987, 
shall not exceed said 10% limitation and (b) 
Alabama’s total unsecured indebtedness repre- 
sented by securities shall at no time exceed 20% 
of capital, surplus, and secured debt. Alabama 
also proposes to solicit proxies from the holders of 
its preferred stock in connection therewith. The 
proposed authorization would supersede similar 
authorization approved by preferred stockholders 
on February 11, 1975 (HCAR No. 18714 (Decem- 
ber 16, 1974)). 


The fees and expenses to be incurred in connec- 
tion with the proposed transactions are estimated 
at $93,000. No state or federal commission, other 
than this Commission, has jurisdiction over the 
proposed transactions. 


Due notice of the filing of said declaration has 
been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 21845), 
and no hearing has been requested of or ordered 
by the Commission. Upon the basis of the facts in 
the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied: 


IT IS ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
declaration, as amended, be, and it hereby is, 
permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rules 24 
and 62 promulgated under Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 22028/April 24, 1981 


In the Matter of 


CENTRAL AND SOUTH WEST CORPORATION 
Dallas, Texas 


CENTRAL POWER AND LIGHT COMPANY 
Corpus Christi, Texas 


SOUTHWESTERN ELECTRIC POWER 
COMPANY 
Shreveport, Louisiana 


WEST TEXAS UTILITIES COMPANY 
Abilene, Texas 


(70-6566) 


ORDER AUTHORIZING PARENT TO MAKE 
CAPITAL CONTRIBUTIONS TO SUBSIDIARIES 


Central and South West Corporation (“CSW”), a 
registered holding company, and its subsidiaries, 
Central Power and Light Company (‘‘CPL’), 
Southwestern Electric Power Company 
(“SWEPCO”) and West Texas Utilities (“WTU”) 
have filed an application-declaration with this 
Commission pursuant to Sections 6, 7, 9, 10 and. 
12(f) of the Public Utility Holding Company Act of 
1935 (‘Act’) and Rule 50(a)(3) promulgated there- 
under. 


CSW proposes to make capital contributions of up 
to $45 million to CPL prior to June 30, 1981, up to 
$55 million to SWEPCO and up to $10 million to 
WTU, both prior to August 31, 1981. In the event 
that CSW would be unable to finance the capital 
contributions by these dates, it requests authori- 
zation to do so at any time prior to December 31, 
1981. The subsidiaries will each use the proceeds 
to repay short-term loans. CSW expects to finance 
the capital contributions through the sale of $6 mil- 
lion common stock prior to September 30, 1981 to- 
gether with proceeds from the sale of new com- 
mon stock under its Dividend Reinvestment and 
Stock Ownership, Employee Thrift and Tax Re- 
duction Employee Stock Ownership plans. 


CSW is requesting authority to make these equity 
contributions to avoid short-term debt limitations, 
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to increase the equity base to support issuance of 
senior securities and to keep capitalization ratios 
in line with CSW System guidelines. 


The fees, commission and expenses expected to 
be incurred in connection with the proposed trans- 
actions are estimated at $250 including $200 for 
legal fees. No state commission and no federal 
commission, other than this Commission, has ju- 
risdiction over the proposed transactions. 


Due notice of the filing of said application- 
declaration has been given in the manner pre- 
scribed in Rule 23 promulgated under the Act 
(HCAR No. 21982) and no hearing has been re- 
quested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and 
the rules thereunder are satisfied: 


IT |S ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
application-declaration, be, and it hereby is, 
granted and permitted to become effective forth- 
with, subject to the terms and conditions pre- 
scribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 


Release No. 22029/April 27, 1981 
In the Matter of 


ALLEGHENY POWER SYSTEM, INC. 
New York, New York 


MONONGAHELA POWER COMPANY 
Fairmont, West Virginia 


THE POTOMAC EDISON COMPANY 
Hagerstown, Maryland 
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WEST PENN POWER COMPANY 
Greensburg, Pennsylvania 


(70-6548) 


ORDER AUTHORIZING CHARTER AMEND- 
MENTS TO INCREASE AUTHORIZED SHARES 
OF COMMON STOCK; PROPOSAL OF SUBSIDI- 
ARIES TO ISSUE AND SELL COMMON STOCK 
TO PARENT 


Monongahela Power Company (‘‘Monongahela’), 
The Potomac Edison Company (“PE”) and West 
Penn Power Company (‘‘West Penn’), public utili- 
ty subsidiaries of Allegheny Power System, Inc. 
(“APS”), a registered holding company, have filed 
an application-declaration and amendments there- 
to with this Commission pursuant to Sections 6, 7, 
9, 10 and 12 of the Public Utility Holding Company 
Act of 1935 (‘Act’) and Rule 50(a)(3) thereunder. 


Monongahela, PE and West Penn each propose to 
amend their Charters to increase the number of 
shares of common stock each of them is author- 
ized to issue. Monongahela’s proposed increase 
of its authorized shares ($50 par value) is from 
3,960,000 to 5,460,000, PE’s is from 10,375,000 
shares (no par value) to 12,075,000 shares and 
West Penn's is from 11,052,923 shares (no par 
value) to 15,052,923 shares. 


Each subsidiary proposes to issue and sell com- 
mon stock to APS. APS proposes to acquire the 
common stock from time to time prior to December 
31, 1981 in amounts not to exceed those set forth 
below: 


Maximum 


Subsidiary No. of shares 


Cash Amount 





Monongahela 
PE 1,950,000 


660,00 $33,000,000 
39,000,000 


60,000,000 


Each subsidiary will use the proceeds of the issu- 
ance and sale of its common stock to APS to oper- 
ate its business as a utility including the payment 
or prepayment of short-term debt outstanding and 
the continuation of construction programs. It is ex- 
pected that Monongahela, PE and West Penn will 
have short-term debt outstanding as of April 30, 
1981 of $39 million, $18 million and $10 million re- 
spectively. Gross construction expenditures for 
1981 are estimated to be $55.5 million for 


West Penn 3,000,000 
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Monongahela, $47.5 million for PE and $122.7 mil- 
lion for West Penn. 


The fees and expenses to be incurred are esti- 
mated not to exceed $3,500 including legal fees. 
The West Virginia Public Service Commission, 
and The Ohio Public Utilities Commission in the 
case of Monongahela, the Maryland and the West 
Virginia Public Service Commissions and the State 
Corporation Commission of Virginia in the case of 
PE, the Pennsylvania Public Utility Commission in 
the case of West Penn, and the Maryland Public 
Service Commission as to acquisition of the PE 
common stock by APS have authorized the pro- 
posed transactions. It is stated that no other state 
commission and no federal commission, other 
than this Commission, has jurisdiction over the 
proposed transactions. 


Due notice of the filing of said application- 
declaration has been given in the manner pre- 
scribed in Rule 23 promulgated under the Act 
(HCAR No. 21974) and no hearing has been re- 
quested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and 
the rules thereunder are satisfied: 


IT IS ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
application-declaration, be, and it hereby is 
granted and permitted to become effective forth- 
with, subject to the terms and conditions pre- 
scribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 


Release No. 22030/April 27, 1981 
In the Matter of 


GEORGIA POWER COMPANY 
P.O. Box 4545 
Atlanta, Georgia 30302 


GULF POWER COMPANY 
P.O. Box 1151 
Pensacola, Florida 32520 


(70-6573) 


NOTICE OF PROPOSED SALE AND 
ACQUISITION OF UTILITY ASSETS 


Georgia Power Company (‘Georgia’) and Gulf 
Power Company (‘‘Gulf’’), subsidiaries of The 
Southern Company, a registered holding compa- 
ny, have filed an application-declaration with this 
Commission pursuant to Sections 9(a), 10, 12(b), 
12(c), 12(f), and 13(b) of the Public Utility Holding 
Company Act of 1935 (‘Act’) and Rules 43, 44, 
45, 87, 89, 90 and 91 thereunder. 


Gulf proposes to purchase from Georgia a 25% in- 
terest in Units 3 and 4 (‘‘additional units’) of the 
Robert W. Scherer coal fired generating plants in 
Monroe County, Georgia. Each of the four units is 
of 810 MW capacity. Georgia has sold 91.4% of 
Units 1 and 2 to three unaffiliated Georgia utilities, 
2 municipal and 1 cooperative. It is responsible for 
the construction and operation of all 4 units under 
operating agreements with its co-owners. It owns 
8.4% of Units 1 and 2, all of units 3 and 4, and 
23.5% of certain common facilities. Ownership of 
common facilities is to be adjusted among the co- 
owners, not later than three months before the first 
additional unit is scheduled to be synchronized to 
Georgia’s transmission system, so that the com- 
mon facilities will be owned in the same proportion 
as the generating units, the adjustment being 
based on cost. The first two units are expected to 
be commercially operable in 1982 and 1984, re- 
spectively and the additional units are scheduled 
to be commercially operable in 1987 and 1989, re- 
spectively. 


Gulf’s February 19, 1981 contract with Georgia, 
which is the subject of the application, is for a sale 
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at cost, including carrying charges based on a 
weighted incremental monthly cost of Georgia's 
capital. 


The cost, as of May 7, 1981, was estimated at 
about $5 million. After closing, Gulf will pay cur- 
rently 25% of the costs incurred by Georgia on 
construction of the additional units. Gulf’s total 
costs for the two additional units is currently budg- 
eted to be about $270 million. Gulf is to be allo- 
cated, on the Southern Company consolidated in- 
come tax return, all investment tax credits earned 
on its portion of the construction of the additional 
units, including those which have accrued to 
Georgia for the construction done prior to the sale. 


The application-declaration and any amendments 
thereto are available for public inspection through 
the Commission’s Office of Public Reference. In- 
terested persons wishing to comment or request a 
hearing should submit their views in writing by 
May 21, 1981, to the Secretary, Securities and Ex- 
change Commission, Washington, D.C. 20549, 
and serve a copy on the applicant-declarants at 
the addresses specified above. Proof of service 
(by affidavit or, in the case of an attorney at law, 
by certificate) should be filed with the request. Any 
request for a hearing shall identify specifically the 
issues of fact or law that are disputed. A person 
who so requests will be notified of any hearing, if 
ordered, and will receive a copy of any notice or 
order issued in this matter. After said date the 
application-declaration, as filed or as it may be 
amended, may be granted and permitted to be- 
come effective. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 22031/April 28, 1981 


In the Matter of 


CONSOLIDATED NATURAL GAS COMPANY 
Four Gateway Center 
Pittsburgh, Pennsylvania 15222 


(70-6584) 


NOTICE OF PROPOSAL BY HOLDING COMPA- 
NY TO ACT A SURETY ON BOND OF PUBLIC- 
UTILITY SUBSIDIARY COMPANY 


Consolidated Natural Gas Company (‘‘Consolida- 
ted’), a registered holding company, has filed a 
declaration with this Commission pursuant to the 
Public Utility Holding Company Act of 1935 
(“Act”), designating Section 12(b) of the Act and 
Rule 45 promulgated thereunder as applicable to 
the proposed transaction. 


On January 16, 1981, Hope Natural Gas Compa- 
ny, a division of Consolidated Gas Supply Corpo- 
ration (“Supply Corporation’), a wholly-owned 
subsidiary of Consolidated and a_public-utility 
company operating within the State of West 
Virginia, filed revisions in its tariff calling for in- 
creased rates and charges amounting to approxi- 
mately $18,196,000 per year for providing natural 
gas service to its customers in the State of West 
Virginia. The West Virginia Commission has sus- 
pended effectiveness of the proposed tariff revi- 
sions to November 13, 1981. Under the Public 
Service Law, the Public Service Commission has 
required Supply Corporation to file a bond in the 
amount of $18,200,000, with satisfactory surety, 
for the due and proper payment of any refunds. 
Consolidated proposed, without fee or other con- 
sideration, to act as surety on the bond of Supply 
Corporation to save the cost of securing an out- 
side corporate surety. 


The fees and expenses incurred by Supply Corpo- 
ration in connection with the proposed transaction 
are estimated not to exceed $2,500. The declara- 
tion states that no state commissinon and no fed- 
eral commission, other than the West Virginia 
Public Service Commission and this Commission, 
has jurisdiction over the proposed transaction. 
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The declaration and any amendments thereto are 
available for public inspection through the Com- 
mission’s Office of Public Reference. Interested 
persons wishing to comment or request a hearing 
should submit their views in writing by May 28, 
1981, to the Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549, and serve 
a copy on the declarant at the address specified 
above. Proof of service (by affidavit or, in case of 
an attorney at law, by certificate) should be filed 
with the request. Any request for a hearing shall 
identify specifically the issues of fact or law that 
are disputed. A person who so requests will be 
notified of any hearing, if ordered, and will receive 
a copy of any notice or order issued in this matter. 
After said date, the declaration, as filed or as it 
may be amended, may be permitted to become ef- 
fective. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated aurhority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 22032/April 30, 1981 


In the Matter of 


THE COLUMBIA GAS SYSTEM, INC. 

COLUMBIA GAS SYSTEM SERVICE 
CORPORATION 

COLUMBIA LNG CORPORATION 

Wilmington, Delaware 


COLUMBIA GAS TRANSMISSION 


CORPORATION 
Charleston, West Virginia 
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COLUMBIA GAS OF OHIO, INC. 
COLUMBIA GAS OF WEST VIRGINIA, INC. 
COLUMBIA GAS OF KENTUCKY, INC. 
COLUMBIA GAS OF VIRGINIA, INC. 
COLUMBIA GAS OF PENNSYLVANIA, INC. 
COLUMBIA GAS OF NEW YORK, INC. 
COLUMBIA GAS OF MARYLAND, INC. 
Columbia, Ohio 


COLUMBIA HYDROCARBON CORPORATION 

THE INLAND GAS COMPANY, INC. 

COLUMBIA COAL GASIFICATION 
CORPORATION 

Ashland, Kentucky 


COLUMBIA GULF TRANSMISSION COMPANY 
Houston, Texas 


COLUMBIA GAS DEVELOPMENT OF CANADA 
LTD. 
Calgary, Alberta, Canada 


COLUMBIA GAS DEVELOPMENT 
CORPORATION 
Houston, Texas 


(70-6580) 


ORDER AUTHORIZING INTRASYSTEM FI- 
NANCING; ISSUANCE AND SALE OF SHORT- 
TERM NOTES TO BANKS AND COMMERCIAL 
PAPER TO DEALERS; EXCEPTION FROM COM- 
PETITIVE BIDDING; RESERVATION OF JURIS- 
DICTION OVER CERTAIN BORROWINGS PEND- 
ING COMPLETION OF RECORD 


The Columbia Gas System, Inc. (‘Columbia’), a 
registered holding company, and its subsidiaries 
named above (‘‘Subsidiaries’’), have filed an 
application-declaration, and amendments thereto, 
with this Commission under Sections 6(a), 6(b), 7, 
9, 10, 12(b) and 12(f) of the Public Utility Holding 
Company Act of 1935 (‘Act’) and Rules 43, 45, 
50(a)(2), 50(a)(3) and 50(a)(5) thereunder. 


It is proposed that the Subsidiaries listed below 
issue and sell to Columbia prior to December 31, 
1981, Common Stock (‘Common Stock”) and In- 
stallment Promissory Notes (‘‘Notes’) up to the 
amount indicated: 
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Equity 


Installment 
Notes 





No. of Shares 


Par Value 


Aggregate 


Aggregate Amount Amount Total 





Columbia of Kentucky 
Columbia of Ohio 
Columbia of Maryland 
Columbia of New York 
Columbia of Pennsylvania 
Columbia of Virginia 
Columbia of West Virginia 
Columbia Gulf 
Development U.S 
Hydrocarbon 


Coal Gasification 
Columbia Transmission 
Development Canada 


The Notes will be unsecured, and dated the date 
of their issue. The principal amount will be due in 
twenty equal annual installments on January 31st 
of each of the years 1983 to 2002, inclusive. Inter- 
est on all Notes will accrue from the date of issu- 
ance and is to be paid semi-annually on the 
unpaid principal thereof until fully paid. The inter- 
est rate will be the actual cost of money to Colum- 
bia with respect to its last sale of debentures prior 
to the issuance of the Noies, decreased by an 
amount necessary in order that the interest rate be 
a multiple of 1/10th of 1%. Columbia sold 
$100,000,000 principal amount of debentures on 
August 13, 1980, as authorized by Commission 
order dated August 5, 1980 (HCAR No. 21671), at 
a cost of money of 12.941%, and may sell addi- 
tional long-term securities during the financing pe- 
riod. The Notes to be issued initially will, therefore, 
bear an interest rate of 12.9% and Notes to be 
issued subsequent to Columbia’s future financings 
will carry an interest rate related to the last sale of 
debentures prior to the issuance of said Notes. 
However, should Columbia issue any notes under 
its Revolving Credit and Term Loan Agreement 
dated as of April 1, 1980 (“Term Agreement’), 
among Columbia and certain banks named there- 
in, then notes issued by the subsidiaries subse- 
quent to such financing may be Floating Rate 
Term Notes due March 31, 1987. Interest on the 
Floating Rate Term Notes will be paid on a calen- 
dar quarterly basis on the unpaid principal amount 
of said Notes at a floating rate which will be equal 
to the effective cost of money to Columbia under 
the Term Agreement. None of the Installment 
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$ $ 
2,800,000 2,800,000 
28,700,000 28,700,000 
1,600,000 1,600,000 
1,300,000 1,300,000 
15,200,000 15,200,000 
2,300,000 2,300,000 
6,000,000 — 6,000,000 
45,000,000 45,000,000 
— 25,000,000 25,000,000 
_ 7,000,000 7,000,000 
_— 1,200,000 1,200,000 
3,000,000 1,000,000 1,000,000 
— 160,000,000 160,000,000 
== 21,000,000 21,000,000 





$9,000,000 $312,100,000 $321,100,000 








Notes will be purchased by Columbia subsequent 
to December 31, 1981. 


Installment Notes and/or Floating Rate Term 
Notes issued by Development Canada would have 
the same provisions as Installment Notes and/or 
Floating Rate Term Notes as mentioned above ex- 
cept the payment of both interest and current ma- 
turities would only be made to the extent that De- 
velopment Canada had U.S. taxable earnings from 
operations and therefor e a corresponding tax lia- 
bility on a year-to-year basis. Any unpaid interest 
and current maturities, resulting because of the 
aforementioned provision, would be accrued and 
carried forward to future years and would be paid 
at such time as Development Canada had suffi- 
cient U.S. taxable earnings. 


It is stated that the proceeds from the issuance 
and sale of the Common Stock and Notes, togeth- 
er with funds generated from internal sources, will 
be used to finance these Subsidiaries’ capital ex- 
penditure programs and other corporate needs. 
Columbia LNG Corporation (“LNG”) and Columbia 
Gas System Service Corporation (“Service”) plan 
to finance their entire capital expenditure pro- 
grams from internally generated funds. The pro- 
jected aggregate of net capital expenditures for 
the Subsidiaries is estimated at $513,186,000. 


Columbia proposes to advance on open account 
to certain of the Subsidiaries, and have outstand- 
ing from time to time, up to an aggregate amount 
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of $576,500,000 to finance the purchase by such 
Subsidiaries of underground storage gas and liq- 
uid hydrocarbon inventories and to satisfy other 
short-term needs. All of such advances are to be 
taken down by December 31, 1981, and repaid on 
or before May 31, 1982. The open account ad- 
vances will initially bear interest at the rate in ef- 
fect from time to time at the agent bank for Colum- 
bia’s short-term loan line of credit. Interest 
charges to these Subsidiaries will be adjusted, 
after the storage financing period, to the effective 
cost of money Columbia achieves on its short-term 
borrowing for this purpose. 


Columbia’s proposed advances to the Subsidiaries 
will be limited to the amount of each Subsidiary’s 
estimated short-term financing requirements as 
shown below: 


Columbia of Kentucky 
Columbia of Ohio 
Columbia of Maryland 
Columbia of New York 
Columbia of Pennsylvania 
Columbia of Virginia 
Columbia of West Virginia 
Columbia Transmission 
Columbia Gulf 
OOVENNIIIETE A. oe. ee ee et 
Development Canada 
Columbia LNG 
Hydrocarbon 


$17,300,000 
122,200,000 
2,100,000 
3,800,000 
15,700,000 
4,300,000 
36,100,000 
250,000,000 
36,000,000 
20,000,000 
5,000,000 
60,000,000 
1,000,000 
1,000,000 
1,000,000 
1,000,000 


Coal Gasification 
Service 


$576,500,000 


Columbia proposes to issue promissory notes to 
banks and to issue and sell commercial paper to 
dealers up to an aggregate outstanding principal 
amount for notes and commercial paper together 
of $350,000,000 at any one time through May 31, 
1982. Virtually all of the proceeds will be related to 
gas inventory requirements and in no event will 
the financing of other short-term requirements ex- 
ceed the limitations of Columbia’s Certificate of In- 
corporation with regard to unsecured debt. 


Columbia may sell commercial paper to one or 
more commercial paper dealers if the effective in- 
terest rate on such commercial paper is less than 
the effective interest cost for an equivalent amount 
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of bank borrowings on the borrowing date. Howev- 
er, in order to obtain greater flexibility, Columbia 
might issue commercial paper with an effective in- 
terest cost in excess of the effective interest cost 
on equivalent bank borrowings, if the paper has a 
maturity of not more than 60 days from the date of 
issue. 


Commercial paper will be issued by Columbia in 
denominations of not less than $50,000 nor more 
than $5,000,000 and will be reoffered by the deal- 
er or dealers. Such commercial paper will be sold 
by Columbia to the dealer or dealers. Such com- 
mercial paper will be sold by Columbia to the deal- 
er or dealers at a discount rate which will not be in 
excess of the discount rate per annum prevailing 
at the date of issuance for commercial paper of 
that particular maturity and rating, sold by issuers 
thereof to commercial paper dealers. No commis- 
sion or fee will be payable by Columbia in connec- 
tion with the issuance and sale of such commer- 
cial paper. The purchasing dealer, however, will 
reoffer such notes at a discount rate of 1/10 of 1% 
per annum less than such discount rate to the is- 
suer. The commercial paper will be reoffered by 
the commercial paper dealer or dealers to not 
more than 200 of their customers (a total of 200 
customers if more than one dealer) identified and 
designated in non-public lists of institutional in- 
vestors prepared in advance by each of them for 
this purpose. It is expected that Columbia’s com- 
mercial paper will be held by customers to maturi- 
ty, but if they wish to resel! prior thereto, the com- 
mercial paper dealer, pursuant to repurchase 
agreement, will repurchase the notes and reoffer 
the same to others on this designated list of cus- 
tomers. The commercial paper shall be in the form 
of promissory notes with maturities to be deter- 
mined by market conditions, effective interest cost 
to Columbia and Columbia’s anticipate cash re- 
quirements at the time of issuance. The commer- 
cial paper to be issued by Columbia would not be 
payable prior to maturity. 


For short-term purposes, Columbia intends to se- 
cure credit lines from banks in an aggregate 
amount of up to $350,000,000. Borrowings under 
these lines of credit would be repaid by May 31, 
1981. Columbia would also have the right to pre- 
pay any or all of such notes, in whole or in part, 
without penalty. It is anticipated that the negotia- 
tions will result in a maximum effective interest 
cost not greater than the prime rate, in effect from 
time to time, adjusted for the effect of compensat- 
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ing balances of up to 10% or fees of up to %% in 
lieu thereof. Assuming a 10% compensating bal- 
ance requirement and a prime rate of 17%, the ef- 
fective cost would be 18.89%. Assuming a fee in 
lieu of balances of %% and a prime rate of 17%, 
the effective interest cost would be 17.25% 


An exception from the competitive bidding require- 
ments of Rule 50 pursuant to subparagraph (a)(5) 
thereof is requested for the issuance of commer- 
cial paper by Columbia, because the commercial 
paper matures in nine months or less, it is imprac- 
tical to obtain competitive bids for commercial 
paper, and current commercial paper rates of 
prime borrowers are published in daily financial 
publications. 


The requisite authorization for certain of the pro- 
posed transactions has not been obtained from 
the state regulatory commissions. Jurisdiction will 
be reserved over the transactions listed below for 
which the record is not yet complete: 


Company Installment and/or Term Notes 


Aggregate Amount 


$28,700,000 
2,800,000 
15,200,000 
1,300,000 


Columbia of Ohio 

Columbia of Kentucky 
Columbia of Pennsylvania . 
Columbia of New York 


Total $48,000,000 


The fees and expenses to be incurred in connec- 
tion with the proposed transaction are estimated to 
be $29,500, including rating fees of $21,000. 


Due notice of the filing of said application- 
declaration has been given in the manner pre- 
scribed in Rule 23 promulgated under the Act 
(HCAR No. 21993) and no hearing has been re- 
quested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and 
the rules thereunder are satisfied: 


IT IS ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
application-declaration, as amended, be and it 
hereby is, granted and permitted to become effect- 
ive forthwith, except with respect to those bor- 
rowings over which jurisdiction is reserved, sub- 
ject to the terms and conditions prescribed in 
Rules 24 promulgated under the Act. 
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IT IS FURTHER ORDERED that jurisdiction be, 
and it hereby is, reserved with respect to the those 
proposed borrowings for which the record is not 
yet complete. 


For the Commission, by the Decision of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11747/April 24, 1981 


In the Matter of 


SOUTHWESTERN INVESTORS, INC. 

SOUTHWESTERN INVESTORS INCOME FUND, 
INC. 

FUND OF THE SOUTHWEST, INC. 


and 


SOUTHWESTERN MANAGEMENT & 
RESEARCH CORP. 

1807 Ross Avenue 

Dallas, TX 75201 


(812-4814) 


ORDER PURSUANT TO SECTION 6(c) OF THE 
ACT EXEMPTING PROPOSED TRANSACTIONS 
FROM SECTION 22(d) OF THE ACT 


Southwestern Investors, Inc., Southwestern 
Investors Income Fund, Inc., and Fund of the 
Southwest, Inc. (collectively, ‘“Funds’’), each a di- 
versified, open-end, registered management in- 
vestment company, and Southwestern Manage- 
ment & Research Corp. (“SWMR’”), the principal 
underwriter and investment adviser of each of the 
Funds, filed an application on January 30, 1981, 
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requesting an order of the Commission, pursuant 
to Section 6(c) of the Investment Company Act of 
1940 (“Act”), exempting from the provisions of 
Section 22(d) of the Act the porposed offering of 
shares of the Funds without sales charges to hold- 
ers or beneficiaries of life insurance policies or 
fixed-dollar and variable annuity contracts of 
Southwestern Life Insurance Company who use 
the proceeds from those policies or contracts to 
purchase shares of one or more of the Funds. 


On March 23, 1981, the Commission issued a no- 
tice of the filing of the application (Investment 
Company Act Release No. 11697). The notice 
gave interested persons an opportunity to request 
a hearing and stated that an order disposing of the 
application would be issued as of course unless a 
hearing should be ordered. No request for a hear- 
ing has been filed, and the Commission has not 
ordered a hearing. 


The matter having been considered, it is found 
that the granting of the application for exemption is 
appropriate in the public interest and consistent 
with the protection of investors and the purposes 
fairly intended by the policy and provisions of the 
Act. Accordingly, 


IT 1S ORDERED, pursuant to Section 6(c) of the 
Act, that the application for exemption from the 
provisions of Section 22(d) of the Act, to the extent 
requested, be, and hereby is, granted, effective 
forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11748/April 27, 1981 


In the Matter of 


THE GUARDIAN INSURANCE & ANNUITY 
COMPANY, INC. 


and 


THE GUARDIAN/VALUE LINE SEPARATE 
ACCOUNT 

201 Park Avenue South 

New York, N.Y. 10003 


(812-4777) 


NOTICE OF APPLICATION FOR AN ORDER 
PURSUANT TO SECTION 11 OF THE ACT AP- 
PROVING CERTAIN OFFERS OF EXCHANGE 
AND PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTIONS FROM SECTIONS 
2(a)(32), 2(a)(35), 22(c), 26(a), 27(c)(1), 27(c)(2), 
27(d), AND RULE 22c-1 THEREUNDER. 


NOTICE IS HEREBY GIVEN that The Guardian In- 
surance & Annuity Company, Inc. (the “Insurance 
Company”), a stock life insurance company or- 
ganized under the laws of Delaware and The 
Guardian/Value Line Separate Account (the ‘“Sep- 
arate Account’), a segregated account of the In- 
surance Company registered as a unit investment 
trust under the Investment Company Act of 1940 
(“Act”) (collectively Applicants’), filed an applica- 
tion on December 3, 1980 and amendments there- 
to on March 25, 1981 and April 14, 1981 for an 
order of the Commission pursuant to Section 11 of 
the Act approving certain offers of exchange, and 
pursuant to Section 6(c) of the Act granting ex- 
emptions from Sections 2(a)(32), 2(a)(35), 22(c), 
26(a), 27(c)(1), 27(c)(2), and 27(d), of the Act, and 
Rule 22c-1 thereunder, to the extent necessary to 
permit Applicants to offer the variable annuity con- 
tracts as described in the application. All interest- 
ed persons are referred to the application on file 
with the Commission for a statement of the facts 
and representations contained therein, which are 
summarized below. 


BACKGROUND 


The Separate Account was organized on Octo- 
ber 6, 1980 pursuant to the laws of Delaware, with 
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the Insurance Company as_ sponsor-depositor. 
The Separate Account was established for the 
purpose of funding Single Premium Individual De- 
ferred Variable Annuity Contracts (“Contracts”). 


Each investor's payments under the Contracts will 
be allocated to one or more (up to four) of the 
seven divisions of the Separate Account. Each di- 
vision invests in the shares of one of seven open- 
end diversified management investment com- 
panies registered under the Act (“Funds”). The 
seven Funds are: (1) The Guardian Park Ave. 
Fund, Inc.; (2) The Value Line Fund, Inc.; (3) The 
Value Line Income Fund, Inc.; (4) The Value Line 
Special Situations Fund, Inc.; (5) Value Line Lev- 
eraged Growth Investors, Inc.; (6) The Value Line 
Cash Fund, Inc.; and (7) The Value Line Bond 
Fund, Inc. 


The principal distributors of the Contracts will be 
GLICOA Associates, Inc. (‘““GLICOA”) and Value 
Line Securities, Inc. (“Value Line’) both of New 
York, New York. GLICOA is the distributor and in- 
vestment manager of The Guardian Park Ave. 
Fund, Inc. and is a wholly owned subsidiary of the 
Insurance Company. Value Line is the distributor 
of the Value Line Funds and is a wholly owned 
subsidiary of Arnold Bernhard & Co., Inc., the 
Funds’ manager and investment adviser. 


Applicants propose to offer two series of contracts. 
One such series, the “Purchase Through Fund 
Redemption Contract’ will be offered to persons 
who have owned shares of any of the Funds for at 
least 90 days. However, a shareholder in (i) The 
Guardian Park Ave. Fund, Inc. who acquired 
shares through the exchange privilege offered by 
the Insurance Company, (ii) a shareholder in The 
Value Line Cash Fund, Inc. who did not acquire 
shares through the exchange privilege offered by 
other funds managed by Arnold Bernhard & Co. or 
(iii) a shareholder who purchased his shares at net 
asset value may not make a Contract purchase 
through fund redemption. The second series of 
Contracts will be offered to the general public as 
“Direct Purchase Contracts”. 


The Contracts are substantively the same except 
with respect to the redemption charge provisions 
which are more fully discussed below. The mini- 
mum purchase payment under the Contracts will 
be $3,000. An annual charge of $30 will be de- 
ducted by the Insurance Company for administra- 
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tive costs and an asset charge of 1% of an annual 
basis determined daily will be assessed for the as- 
sumption by the Insurance Company of mortality 
and expense risks under the Contracts. Applicants 
estimate that approximately .65% of the asset 
charge will be for the assumption of mortality risks 
under the Contracts and .35% will be for the guar- 
antee by the Insurance Company that the ex- 
penses charged to policyholders under the con- 
tracts will never be raised even though the costs to 
the Insurance Company of issuing and adminis- 
tering the Contracts may exceed the amounts 
charged. The aforesaid deductions will be allo- 
cated to the Insurance Company’s general ac- 
count and no portion of the asset charge will be 
specifically related to the recovery of sales ex- 
penses. 


Both Contracts will be offered without the imposi- 
tion of an initial sales charge on the purchase pay- 
ment. Instead, Contingent Deferred Sales Charges 
intended to reimburse the Insurance Company for 
expenses incurred which are related to Contract 
sales will be applied upon Contract redemption or 
partial withdrawals during the early years of the 
Contracts. 


Under the proposed Purchase Through Fund Re- 
demption Contract, during the accumulation period 
upon the redemption of the Contract or the partial 
withdrawal of an amount thereunder during any of 
the first three years (measured from the issue 
date), the contractholder will be charged a Contin- 
gent Deferred Sales Charge of 1% upon the 
amount withdrawn during the first two Contract 
years following the date of issue and 2% during 
the third Contract year. No charges are assessed 
upon any amount withdrawn after the end of the 
third Contract year since issue. 


Under the proposed Direct Purchase Contract, 
during the accumulation period upon the redemp- 
tion of the Contract or the partial withdrawal of an 
amount thereunder during any of the first six years 
(measured from the issue date), the contracthold- 
er will be charged a Contingent Deferred Sales 
Charge which will be scaled downward over the 
first six (6) contract years by 1% per successive 
year, from 5% in the first two contract years to 1% 
in the sixth year. No such charge will be imposed 
after the end of the sixth contract year. The Con- 
tingent Deferred Sales Charges are subject to the 
limitation that the maximum amount to which the 
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charge percentage may be applied will not exceed 
the original purchase payment. 


CONTINGENT DEFERRED SALES CHARGE 
Section 2(a)(35) 


Section 2(a)(35) defines “sales load” as the differ- 
ence between the price of a security to the public 
and that portion of the proceeds from its sale 
which is received and invested or held for invest- 
ment by the issuer less any portion of such differ- 
ence deducted for trustees’ or custodians’ fees, in- 
surance premiums, issue taxes or administrative 
expenses or fees which are not properly chargea- 
ble to sales or promotional expenses. 


Applicants submit that the proposed charge is con- 
sistent with the intent of the definition of sales load 
contained in the Act. The charge would be im- 
posed by the Company to reimburse it for ex- 
penses related to the sale of the Contracts, which 
the Applicants submit is within the Section 
2(a)(35) definition of sales load but for the timing 
of the imposition of the charge. 


Nevertheless, Applicants have requested an ex- 
emption from the provisions of Section 2(a)(35) to 
the extent such exemption may be necessary to 
implement that proposed pricing of their Contracts. 


Section 22(c) and Rule 22c-1 


Rule 22c-1, promulgated under Section 22(c) of 
the Act, in pertinent part, prohibits a registered in- 
vestment company issuing a redeemable security 
from selling, redeeming or repurchasing any such 
security except at a price based on the current net 
asset value of such security. When the Contract 
owner withdraws all or a part of the contract value, 
the proceeds paid on such surrender will be based 
on the current net asset value. The Contingent De- 
ferred Sales Charge will be deducted at the time of 
redemption in arriving at the contract owner’s pro- 
portionate share or account value. 


While Applicants do not believe that the imposition 
of the Contingent Deferred Sales Charge is viola- 
tive of Section 22(c) or Rule 22c—1, they have re- 
quested an exemption from the provisions of Sec- 
tion 22(c) and Rule 22c-1 thereunder, to the 
extent necessary, to offer the Contracts as pro- 
posed. 
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Sections 26(a)(2)(C) and 27(c)(2) 


Section 27(c)(2) prohibits a registered investment 
company or depositor or underwriter for such com- 
pany from selling periodic payment plan certifi- 
cates unless the proceeds of all payments, other 
than sales loads, on such certificates are depos- 
ited with a trustee or custodian having the qualifi- 
cations prescribed in Section 26(a)(1) and are 
held by such trustee or custodian under an agree- 
ment containing substantially the provisions re- 


quired by Sections 26(a)(2) and 26(a)(3) of the 
Act. 


Section 26(a)(2)(C) of the Act provides, in sub- 
stance, that no payment to the depositor or princi- 
pal underwriter of a unit investment trust shall be 
allowed the custodian bank as an expense, except 
a fee, not exceeding such reasonable amounts as 
the Commission may prescribe, as compensation 
for performing bookkeeping and other administra- 
tive services normally performed by the custodian. 


Applicants allege that the Contingent Deferred 
Sales Charge to be imposed (if any) upon the sur- 
render of the Contracts issued with respect to the 
Separate Account is designed to recover distribu- 
tion costs relating to the sales of the Contracts. 
The Contracts merely defer the time when the 
sales charge may be imposed. 


Applicants further allege that since there is noth- 
ing in the Act to suggest that if Contingent De- 
ferred Sales Charges were being used at the time 
the Act was promulgated, that deductions for such 
sales charges would not have been permitted, 
and, since it is in the contract owners’ best inter- 
ests that the entire amount of their purchase pay- 
ments be invested at the time when made, they 
have requested an exemption from the provisions 
of Sections 26(a)(2)(C) and 27(c)(2) of the Act, to 
the extent necessary, in order to permit the offer 
and sale of the Contracts subject to the Contingent 
Deferred Sales Charge as described above. 


Sections 2(a)(32) and 27(d) 


Section 2(a)(32) of the Act, in pertinent part, de- 
fines, “redeemable security” as any security under 
the terms of which the holder, upon its presenta- 
tion to the issuer, is entitled to receive approxi- 
mately his proportionate share of the issuer's cur- 
rent net assets or the cash equivalent thereof. 
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Section 27(d) of the Act, in pertinent part, requires 
that the holder of a periodic payment plan certifi- 
cate be able to surrender the certificate under cer- 
tain circumstances with the recovery of certain 
front-end sales charges. Applicants assert thet the 
Contracts offered are not periodic payment con- 
tracts but request exemption from such Sections, 
to the extent necessary, to offer the Contracts. Ap- 
plicants submit that the imposition of a Contingent 
Deferred Sales Charge does not violate Sections 
2(a)(32) and 27(d). 


Applicants assert that Sections 2(a)(32) and 27(d) 
contemplate the assessment of an initial sales 
load and that under the Contracts the net amount 
invested is the gross purchase payments. Thus, 
the owner’s proportionate share or account value 
would be the gross purchase payments, plus or 
minus any increase or decrease in value less the 
charges. Applicants assert that deferring the impo- 
sition of the charge in no way restricts the contract 
owner from receiving his proportionate share or 
account value upon surrender. Applicants contend 
that the charge is contingent upon an event which 
might never occur, and that the purchaser’s initial 
amount invested is maximized, thus providing a 
benefit to the purchaser. Applicants have re- 
quested an exemption from the provisions of Sec- 
tions 2(a)(32) and 27(d), to the extent necessary, 
to permit the imposition of the Contingent Deferred 
Sales Charge and to offer the Contracts. 


Section 27(c)(1) 


Section 27(c)(1) of the Act, in pertinent part, pro- 
hibits any registered investment company issuing 
periodic payment certificates, or depositor or un- 
derwriter of such company, from selling any such 
certificate unless it is a redeemable security. Ap- 
plicants assert that the Contracts issued are not 
periodic payment plans but nevertheless request 
an exemption, to the extent necessary, to offer the 
Contracts. 


Applicants submit that the Contingent Deferred 
Sales Charge is not a restriction on redemption 
under Section 27(c)(1). Applicants assert that 
deferring the imposition of the sales charge in no 
way restricts the contract owner from receiving his 
proportionate share or current value on surrender 
and has the effect, through deferral of sales char- 
ge until contract value is withdrawn, of increasing 
the contract value available for redemption. How- 
ever, Applicants have requested an exemption 
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from the operation of the provisions of Section 
27(c)(1), to the extent necessary, to permit the 
charge to be imposed only upon redemption or 
partial withdrawal of contract value. 


ANNUAL ADMINISTRATIVE CHARGE 


As previously noted, the Contracts are subject to 
an annual administrative charge of $30. If the 
value of a Contract is surrendered for its full value 
on other than the contract anniversary date, the 
administrative charge will be deducted from the 
owner’s redemption proceeds. 


Because the provisions of the Act discussed 
above under the heading “Contingent Deferred 
Sales Charge’ may be said to be equally applica- 
ble in this situation, Applicants hereby request an 
exemption from the provisions of Sections 
2(a)(32), 22(c), 26(a)(2)(C), 27(c)(1), 27(c)(2), 
27(d) and Rule 22c-1, to the extent necessary, to 
permit the deduction of the annual administrative 
charge under the circumstances described. 


PERFORMANCE OF CUSTODIAN FUNCTIONS 


Sections 26(a) and 27(c)(2), as noted, prohibit a 
registered investment company or depositor or un- 
derwriter for such company from selling periodic 
payment plan certificates unless the proceeds of 
all payments, other than sales loads, on such cer- 
tificates are deposited with a trustee or custodian 
having the qualifications prescribed in Section 
26(a)(1) and are held by such trustee or custodian 
under an agreement containing substantially the 
provisions required by Sections 26(a)(2) and 
26(a)(3) of the Act. Section 26(a)(1) requires the 
trustee or custodian to be a bank which meets cer- 
tain financial standards. 


Applicants request an exemption from the provi- 
sions of Section 26(a) of the Act in order that the 
Insurance Company may hold the property and 
assets of the Separate Account in custody for 
safekeeping rather than under a custodian or safe- 
keeping agreement with a qualified bank. Net pur- 
chase payments under the Contracts allocated to 
the Separate Account will be invested in the 
Funds. The shares of these Funds will be issued 
under an open account arrangement without the 
use of stock certificates and ownership of the 
Fund shares will be shown only on the books and 


Volume 22, No. 11, May 12, 1981 





records of the Separate Account and each Fund; 
ownership will not be represented by securities 
which would require a custodianship for safekeep- 
ing purposes. 


Section 26(a)(2)(D) of the Act requires, in part, 
that the custodian shall have possession of all the 
securities and other property in which the funds of 
the unit investment trust are invested. The Appli- 
cants assert that the primary purpose of such Sec- 
tion relating to the possession of trust assets is to 
provide for their safekeeping. The Applicants con- 
tend that to require that share certificates be phys- 
ically issued by each of the Funds under the cir- 
cumstances would not significantly add to the 
safety of the unit investment trust’s assets of the 
Separate Account will be invested exclusively in 
shares of the Funds. 


In support of the requested exemptions from the 
foregoing provisions of the Act, the Applicants 
state that the Company is subject to extensive su- 
pervision and control by the Commissioner of In- 
surance of the State of Delaware and the compa- 
rable official of each state in which it does 
business. The Applicants also state that the activi- 
ties of the Company are subject to review by the 
Commissioner of Insurance of the State of Dela- 
ware and his representatives at all times and are 
subject to comprehensive examinations periodic- 
ally. Further, the Company, under an arrangement 
for recordkeeping, will maintain either itself or 
through an agent a record of all purchases and re- 
demptions of Fund shares with respect to the Sep- 
arate Account. Consequently, the Applicants sub- 
mit that a custodianship is unnecessary under the 
circumstances. 


In summary, the Applicants request an exemption 
from the provisions of Sections 26(a) and 27(c)(2) 
of the Act in order that the Company may perform 
the safekeeping and other functions normally per- 
formed by a custodian with respect to the Sepa- 
rate Account; that the property and assets of the 
Separate Account do not have to be held in trust 
although segregated; and that the investments of 
the trust in shares of the several Funds may be 
held in “book share” form. 
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PAYMENT OF CONTRACT FEES AND CHARGES 
Sections 26(a) and 27(c)(2) 


Section 26(a)(2)(C) of the Act, as here pertinent, 
provides, in substance, that no payment to the de- 
positor or principal underwriter of a unit invest- 
ment trust shall be allowed the custodian bank as 
an expense, except a fee, not exceeding such rea- 
sonable amounts as the Commission may pre- 
scribe, as compensation for performing bookkeep- 
ing and other administrative services normally 
performed by the custodian. 


Section 26(a)(2)(D) further provides that the 
custodian have possession of all securities and 
other property in which the funds of the trust are 
invested subject only to the charges and collec- 
tions allowed under clauses (A), (B) and (C) of 
Section 26(a)(2) until distribution thereof to the se- 
curity holders of the trust. 


The Applicants request an exemption from the pro- 
visions of Sections 26(a) and 27(c)(2) to the extent 
necessary to permit the deduction by the Compa- 
ny and the payment to the Company of an annual 
administrative charge, the Expense Risk Charge, 
the Mortality Risk Premium and any premium tax, 
as set forth above. 


The Applicants consent that the foregoing re- 
quested exemptions from Sections 26(a) and 
27(c)(2) may be made subject to the following con- 
ditions: (1) that the deductions under the Con- 
tracts for administrative services shall not exceed 
such reasonable amounts as the Commission 
shall prescribe and the Commission may reserve 
jurisdiction for such purpose; and (2) that the pay- 
ment of sums and charges out of the assets of the 
Separate Account shall not be deemed to be ex- 
empted from regulation by the Commission by rea- 
son of the requested order, provided that the Ap- 
plicants’ consent to this condition shall not be 
determined to be a concession to the Commission 
of authority to regulate the payment of sums and 
charges out of such assets, other than the charges 
for administrative services, and the Applicants re- 
serve the right in any proceeding before the Com- 
mission, or in any suit or action in any court, to as- 
sert that the Commission has no authority to 
regulate the payment of such other sums and 
charges. 
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EXCHANGES 
Section 11 


Section 11(a) of the Act makes it unlawful for any 
registered open-end investment company or prin- 
cipal underwriter therefor to make an offer to the 
holder of a security of such company or of any 
other open-end investment company to exchange 
his security for a security in the same or another 
such company on any basis other than the relative 
net asset values of the respective securities to be 
exchanged unless the terms of the offer have first 
been submitted to the Commission. Section 11(c) 
provides that the provisions of subsection (a) shall 
be applicable irrespective of the basis of exchange 
to any offer of exchange of any security of a regis- 
tered open-end company for a security of a regis- 
tered unit investment trust and to any type of offer 
of exchange of the securities of registered unit in- 
vestment trusts for the securities of any other in- 
vestment company. 


Applicants propose that owners of the Contracts 
be permitted on any valuation date to transfer the 
partial or total value of their Contract from one or 
more Separate Account Division(s) to other Divi- 
sion(s) at any time both prior to the time that annu- 


ity payments commence and after annuity pay- 
ments commence. Allocation is permitted up to a 
maximum of four Separate Account Divisions 
(subdivisions) at any one time. Applicants repre- 
sent that no charge will be imposed for effecting a 
transfer. 


Applicants also seek approval under Section 11 to 
permit them to offer the Purchase Through Fund 
Redemption Contract to the eligible shareholders. 
They represent that such contract will be offered 
primarily as an accommodation to the eligible 
shareholders who desire to provide for their Fund 
accumulation in combination with the retirement 
features available under an annuity contract. Ap- 
plicants state that they will incur greater sales ex- 
penses in the distribution of the Direct Purchase 
Contract than for the Purchase Through Fund Re- 
demption Contract since an original sales effort is 
involved. Accordingly, commission and promotion- 
al material expenses will be greater than for the 
Purchase Through Fund Redemption Contract. 


Applicants believe that the difference in Contin- 
gent Deferred Sales Charges between the Pur- 
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chase Through Fund Redemption Contract and 
the Direct Purchase Contract are non-discrim- 
inatory and recognize not only the distinctions in 
the selling costs borne by the Insurance Company, 
but also the status of the two groups of potential 
purchasers of the products. The proposed offer of 
the Purchase Through Fund Redemption Contract 
to the eligible shareholders recognizes that the ex- 
change will take place at the relative net asset 
values of the Fund shares redeemed and the Con- 
tracts purchased on the day redemption proceeds 
are received at its Executive Office. 


The Applicants further assert that the porposed 
transfer rights involve only a change in the under- 
lying accumulation or annuity units related to a 
Contract, which are merely accounting units of 
measure to quantify contract value and, thus, do 
not involve the exchange of a unit investment trust 
security for the security of any other investment 
company. However, to avoid any questions that 
might be raised as to the applicability of Section 
11(c), the Applicants request an order pursuant to 
Section 11 to the extent necessary to permit the 
proposed offer of transfer rights described above. 


Section 6(c) 


Section 6(c) of the Act provides, in part, that the 
Commission may conditionally or unconditionally 
exempt any person, security, or transaction or any 
class or classes of persons, securities, or transac- 
tions from any provision of the Act or any rule or 
regulation under the Act if, and to the extent such 
exemption is necessary or appropriate in the pub- 
lic interest and consistent with the protection of in- 
vestors and the purposes fairly intended by the 
policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, no later than May 20, 1981 at 5:30 
p.m., submit to the Commission in writing a re- 
quest for a hearing on the matter accompanied by 
a statement as to the nature of his/her interest, the 
reasons for such request, and the issues, if any, of 
fact or law proposed to be controverted, or he/she 
may request that he/she be notified if the Commis- 
sion shall order a hearing thereon. Any such com- 
munication should be addressed: Secretary, Secu- 
rites and Exchange Commission, Washington, 
D.C., 20549. A copy of such request shall be 
served personally or by mail upon the Applicants 
at the address stated above. Proof of such service 
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(by affidavit or, in the case of an attorney-at-law, 
by certificate) shall be filed contemporaneously 
with the request. As provided by Rule 0-5 of the 
Rules and Regulations promulgated under the Act, 
an order disposing of the application will be issued 
as of course following May 20, 1981 unless the 
Commission thereafter orders a hearing upon re- 
quest or upon the Commission’s own motion. Per- 
sons who request a hearing, or advice as to 
whether a hearing is ordered will receive any no- 
tice and orders in this matter, including the date of 
the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11749/April 27, 1981 


In the Matter of 


FOUNDERS MONEY MARKET FUND, INC. 
1300 First of Denver Plaza 
Denver, Colorado 80202 


(812-4836) 


NOTICE OF FILING OF APPLICATION FOR 
ORDER PURSUANT TO SECTION 6(c) OF THE 
ACT EXEMPTING APPLICANT FROM THE PRO- 
VISIONS OF SECTION 2(a)(41) OF THE ACT 
AND RULES 2a-4 AND 22c-1 THEREUNDER 


NOTICE IS HEREBY GIVEN that Founders Money 
Market Fund, Inc. (“Applicant”), an open-end, di- 
versified, management company registered under 
the Investment Company Act of 1940 (‘Act’), filed 
an application on March 10, 1981, and an amend- 
ment thereto on April 6, 1981, requesting an order 
of the Commission, pursuant to Section 6(c) of the 
Act, exempting Applicant from the provisions of 
Section 2(a)(41) of the Act and Rules 2a-4 and 
22c-1 thereunder, to the extent necessary to per- 
mit Applicant to value its assets using the amor- 
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tized cost method of valuation. All interested per- 
sons are referred to the application on file with the 
Commission for a statement of the representations 
contained therein, which are summarized below. 


Applicant states that it is organized as a Maryland 
corporation and that its investment adviser is 
Founders Mutual Depositor Corporation. Applicant 
states that it is designed as an investment vehicle 
for those persons with temporary cash balances or 
cash reserves and that its investment objective is 
to provide as high a level of current income as is 
consistent with the preservation of capital and 
maintenance of liquidity by investing in a variety of 
prime quality money market instruments maturing 
in one year or less. Applicant states that it intends 
to invest in securities issued by the United States 
Treasury or guaranteed by the United States Gov- 
ernment or its agencies or instrumentalities; certif- 
icates of deposit and bankers’ acceptances issued 
by domestic banks; negotiable certificates of de- 
posit issued by savings and loan associations 
rated A-1 by Standard & Poor’s Corporation 
(“S&P”) or Prime-1 by Moody’s Investors Service 
(“Moody’s”); commercial paper rated A-1 by S&P 
or Prime-1 by Moody’s; commercial paper issued 
by bank holding companies; and repurchase 
agreements with respect to the foregoing obliga- 
tions. 


As here pertinent, Section 2(a)(41) of the Act de- 
fines value to mean: (1) with respect to securities 
for which market quotations are readily available, 
the market value of such securities, and (2) with 
respect to other securities and assets, fair value 
as determined in good faith by an investment com- 
pany’s board of directors. 


Rule 22c-1 provides, in part, that no registered in- 
vestment company or principal underwriter there- 
for issuing any redeemable security shall sell, re- 
deem or repurchase any such security except at a 
price based on the current net asset value of such 
security which is next computed after receipt of a 
tender of such security for redemption or of an 
order to purchase or to sell such security. 


Rule 2a-4 provides, as here relevant, that the cur- 
rent net asset value of a redeemable security 
issued by a registered investment company used 
in computing its price for the purpose of distribu- 
tion, redemption and repurchase shall be an 
amount which reflects calculations made substan- 
tially in accordance with the provisions of that rule, 
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with estimates used where necessary or appropri- 
ate. Rule 2a-4 further states that portfolio securi- 
ties with respect to which market quotations are 
readily available shall be valued at current market 
value, and that other securities and assets shall 
be valued at fair value as determined in good faith 
by an investment company’s board of directors. 
Prior to the filing of the application, the Commis- 
sion expressed its view that, among other things, 
Rule 2a-4 under the Act requires that portfolio in- 
struments of “money market” funds be valued with 
reference to market factors, and it would be incon- 
sistent generally with the provisions of Rule 2a-4 
for a “money market” fund to value its portfolio in- 
struments with over 60-day maturities on an amor- 
tized cost basis (Investment Company Act Re- 
lease No. 9786, May 31, 1977). 


Applicant requests an exemption from the provi- 
sions of Section 2(a)(41) of the Act, and Rules 
2a-4 and 22c-1 thereunder, to the extent necessa- 
ry to permit it to value its portfolio securities using 
the amortized cost method of valuation. In support 
of its request, Applicant represents that its board 
of directors has determined that arnortized cost 
value will represent the fair value of its portfolio 
securities and that the amortized cost method of 
valuation will be in the best interests of its share- 
holders. Applicant states that by utilizing the amor- 
tized cost method of valuation, it can maintain sta- 
bility of principal and a steady flow of investment 
income competitive to that of other “money mar- 
ket” funds. Applicant asserts that the requested 
exemption is appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provi- 
sions of the Act. 


Section 6(c) of the Act provides, in part, that upon 
application the Commission may conditionally or 
unconditionally exempt any person, security, or 
transaction, or any class or classes of persons, 
securities, or transactions, from any provision or 
provisions of the Act or of any rule or regulation 
thereunder, if and to the extent that such exemp- 
tion is necessary or appropriate in the public inter- 
est and consistent with the protection of investors 
and the purposes fairly intended by the policy and 
provisions of the Act. 


Applicant asserts that its application meets the 
standards of Section 6(c) of the Act in light of its 
management policies, and consents to the imposi- 
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tion of the following conditions to any order 
granting the requested relief: 


1. In supervising Applicant’s operations and 
delegating special responsibilities involving portfo- 
lio management to Applicant's investment adviser, 
the board of directors of Applicant undertakes—as 
a particular responsibility within the orall duty of 
care owed to its shareholders—to establish proce- 
dures reasonably designed, taking into account 
current market conditions and Applicant’s invest- 
ment objectives, to stabilize Applicant's net asset 
value per share, as computed for the purpose of 
distribution, redemption and repurchase, at $1.00 
per share. 


2. Included within the procedures to be adopted by 
the board of directors of the Applicant shall be the 
following: 


(a) Review by the board of directors, as 
it deems appropriate and at such inter- 
vals as are reasonable in light of current 
market conditions, to determine the ex- 
tent of deviation, if any, of the net asset 
value per share as determined by using 
available market quotations from the 
$1.00 amortized cost price per share, 
and the maintenance of records of such 
review.' 


(b) In the event such deviation from the 
$1.00 amortized cost price per share 
exceeds '2 of 1 percent, a requirement 
that the board of directors will promptly 
consider what action, if any, should be 
initiated by it. 


1 To fulfill this condition, Applicant intends to use 
actual quotations or estimates of market value re- 
flecting current market conditions chosen by its 
board of directors in the exercise of its discretion 
to be appropriate indicators of value which may in- 
clude, inter alia, (1) quotations or estimates of 
market value for individual portfolio instruments, or 
(2) values obtained from yield data relating to clas- 
ses of money market instruments published by 
reputable sources. 
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(c) Where the board of directors be- 
lieves the extent of any deviation from 
the $1.00 amortized cost price per 
share may result in material dilution or 
other unfair results to investors or 
existing shareholders, it shall take such 
action as it deems appropriate to elimi- 
nate or to reduce to the extent reason- 
ably practicable such dilution or unfair 
results, which may include: selling port- 
folio instruments prior to maturity to re- 
alize capital gains or losses, or to short- 
en the average maturity of portfolio 
instruments; withholding dividends; or 
utilizing a net asset value per share as 
determined by using available market 
quotations. 


3. Applicant will maintain a dollar-weighted aver- 
age portfolio maturity appropriate to its objective 
of maintaining a stable net asset value per share; 
provided, however, that Applicant will not (a) pur- 
chase any instrument with a remaining maturity of 
greater than one year, or (b) maintain a dollar 
weighted average portfolio maturity which exceeds 
120 days.? 


4. Applicant will record, maintain, and preserve 
permanently in an easily accessible place a writ- 
ten copy of the procedures (and any modifications 
thereto) described in paragraph 1 above, and will 
record, maintain and preserve for a period of not 
less than six years (the first two years in an easily 
accessible place) a written record of its board of 
directors’ considerations and actions taken in con- 
nection with the discharge of their responsibilities, 
as set forth above, to be included in the minutes of 
the boards of directors’ meetings. The documents 
preserved pursuant to this condition shall be sub- 
ject to inspection by the Commission in accord- 
ance with Section 31(b) of the Act, as if such doc- 
uments were records required to be maintained 
pursuant to rules adopted under Section 31(a) of 
the Act. 


2 In fulfilling this condition, if the disposition of a 
portfolio security results in a dollar-weighted aver- 
age portfolio maturity in excess of 120 days, Appli- 
cant will invest available cash in such a manner as 
to reduce the dollar-weighted average portfolio 
maturity to 120 days or less as soon as reasona- 
biy practicable. 
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5. Applicant will limit its portfolio investments, 
including repurchase agreements, to those United 
States dollar-denominated instruments which its 
board of directors determines present minimal 
credit risks, and which are of “high quality” as de- 
termined by any major rating service or, in the 
case of any instrument that is not rated, of compa- 
rable quality as determined by its board of direc- 
tors. 


6. Applicant will include in each of its quarterly re- 
ports, as an attachment to Form N-1Q, a state- 
ment as to whether any action pursuant to para- 
graph 2(c) above was taken during the preceding 
fiscal quarter and, if any such action was taken, 
will describe the nature and circumstances of such 
action. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than shall May 18, 1981, at 
5:30 p.m., submit to the Commission in writing, a 
request for a hearing on the application accom- 
panied by a statement as to the nature of his or 
her interest, the reasons for such request and the 
issues, if any, of fact or law proposed to be contro- 
verted, or he or she may request that he or she be 
notified if the Commission shall order a hearing 
thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicant at the address stated above. Proof 
of such service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promul- 
gated under the Act, an order disposing of the ap- 
plication herein will be issued as of course follow- 
ing said date unless the Commission thereafter 
orders a hearing upon request or upon the Com- 
mission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is 
ordered, will receive any notices and orders 
issued in this matter, including the date of the 
hearing (if ordered) and any postponements there- 
of. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 17750/April 28, 1981 


In the Matter of 


EGT MONEY MARKET TRUST 
421 Seventh Avenue 
Pittsburgh, Pennsylvania 15219 


(812-4830) 


NOTICE OF FILING OF APPLICATION FOR 
ORDER PURSUANT TO SECTION 6(c) OF THE 
ACT EXEMPTING APPLICANT FROM THE PRO- 
VISIONS OF SECTION 2(a)(41) OF THE ACT 
AND RULES 2a-4 AND 22c-1 THEREUNDER 


NOTICE IS HEREBY GIVEN that EGT Money 
Market Trust (‘Applicant’), an open-end, diversi- 
fied, management company registered under the 
Investment Company Act of 1940 (“Act”), filed an 
application on February 27, 1981, and an amend- 
ment thereto on April 6, 1981, requesting an order 
of the Commission, pursuant to Section 6(c) of the 
Act, exempting Applicant from the provisions of 
Section 2(a)(41) of the Act and Rules 2a-4 and 
22c-1 thereunder, to the extent necessary to per- 
mit Applicant to value its assets using the amor- 
tized cost method of valuation. All interested per- 
sons are referred to the application on file with the 
Commission for a statement of the representations 
contained therein, which are summarized below. 


Applicant states that it is organized as a Massa- 
chusetts business trust and that its investment ad- 
viser is Short-Term Instruments Research Corpo- 
ration, a wholly-owned subsidiary of Federated 
Investors, Inc. Applicant states that it is designed 
as an investment vehicle for those persons with 
temporary cash balances or cash reserves 
seeking stability of principal and current income 
consistent with stability of principal. Applicant 
states that its porfolio will be invested in a variety 
of money market instruments maturing in one year 
or less including: United States Government obli- 
gations; instruments of banks and savings and 
loan associations which are members of the FDIC 
or FSLIC respectively; and commercial paper 
rated A-1 by Standard & Poor’s Corporation, 
Prime-1 by Moody’s Investors Service or F-1 by 
Fitch Investors Service. 
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As here pertinent, Section 2(a) (41) of the Act de- 
fines value to mean: (1) with respect to securities 
for which market quotations are readily available, 
the market value of such securities, and (2) with 
respect to other securities and assets, fair value 
as determined in good faith by an investment com- 
pany’s board of directors. 


Rule 22c-1 provides, in part, that no registered in- 
vestment company or principal underwriter there- 
for issuing any redeemable security shall sell, re- 
deem or repurchase any such security except at a 
price based on the current net asset value of such 
security which is next computed after receipt of a 
tender of such security for redemption or of an 
order to purchase or to sell such security. 


Rule 2a-4 provides, as here relevant, that the cur- 
rent net asset value of a redeemable security 
issued by a registered investment company used 
in computing its price for the purpose of distribu- 
tion, redemption and repurchase shall be an 
amount which reflects calculations made substan- 
tially in accordance with the provisions of that rule, 
with estimates used where necessary or appropri- 
ate. Rule 2a-4 further states that portfolio securi- 
ties with respect to which market quotations are 
readily available shali be valued at current market 
value, and that other securities and assets shall 
be valued at fair value as determined in good faith 
by an investment company’s board of directors. 
Prior to the filing of the application, the Commis- 
sion expressed its view that, among other things, 
Rule 2a-4 under the Act requires that portfolio in- 
struments of ‘money market” funds be valued with 
reference to market factors, and it would be incon- 
sistent generally with the provisions of Rule 2a-4 
for a “money market” fund to value its portfolio in- 
struments with over 60-day maturities on an amor- 
tized cost basis (Investment Company Act Re- 
lease No. 9786, May 31, 1977). 


Applicant requests an exemption from the provi- 
sions of Section 2(a)(41) of the Act, and Rules 
2a-4 and 22c-1 thereunder, to the extent necessa- 
ry to permit it to value its portfolio securities using 
the amortized cost method of valuation. Applicant 
represents that its board of trustees has deter- 
mined in good faith that amortized cost value will 
represent fair value its portfolio securities and is 
preferable to the use of a market based valuation 
method and that the amortized cost method of 
valuation will be in the best interests of its share- 
holders. Applicant states that according to its ex- 
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perience, given the unique nature of its policies 
and operations, there should be a negligible dis- 
crepancy between prices obtained by the amor- 
tized cost method of valuation and those obtained 
by market valuation method. Applicant further 
states that two features are necessary in a 
“money market” fund: (1) certainty of stability of 
principal and (2) a steady flow of predictable and 
competitive investment income. Applicant con- 
tends that by maintaining a portfolio of high quali- 
ty, short-term money market instruments valued at 
amortized cost it can provide these features to in- 
vestors. Applicant asserts that the requested ex- 
emption is appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by policy and provisions 
of the Act. 


Section 6(c) of the Act provides, in part, that upon 
application the Commission may conditionally or 
unconditionally exempt any person, security, or 
transaction, or any class or classes of persons, 
securities, or transactions, from any provision or 
provisions of the Act or of any rule or regulation 
thereunder, if and to the extent that such exemp- 
tion is necessary or appropriate in the public inter- 
est and consistent with the protection of investors 
and the purposes fairly intended by the policy and 
provisions of the Act. 


Applicant asserts that its application meets the 
standards of Section 6(c) of the Act in light of its 
management policies, and consents to the imposi- 
tion of the following conditions to any order 
granting the requested relief: 


1. In supervising Applicant’s operations and 
delegating special responsibilities involving portfo- 
lio management to Applicant’s investment adviser, 
the board of trustees of Applicant undertakes—as 
a particular responsibility within the overall duty of 
care owed to its shareholders—to establish proce- 
dures reasonably designed, taking into account 
current market conditions and Applicant’s invest- 
ment objectives, to stabilize Applicant's net asset 
value per share, as computed for the purpose of 
distribution, redemption and repurchase, at $1.00 
per share. 


2. Included within the procedures to be adopted by 
the board of trustees of the Applicant shall be the 
following: 


Volume 22, No. 11, May 12, 1981 


(a) Review by the board of trustees, as it 
deems appropriate and at such intervals 
as are reasonable in light of current 
market conditions, to determine the ex- 
tent of deviation, if any, of the net asset 
value per share as determined by using 
available market quotations from the 
$1.00 amortized cost price per share, 
and the maintenance of records of such 
review.! 


(b) In the event such deviation from the 
$1.00 amortized cost price per share 
exceeds 12 of 1 percent, a requirement 
that the board of trustees will promptly 
consider what action, if any, should be 
initiated by it. 


(c) Where the board of trustees believes 
the extent of any deviation from the 
$1.00 amortized cost price per share 
may result in material dilution or other 
unfair results to investors or existing 
shareholders, it shall take such action 
as it deems appropriate to eliminate or 
to reduce to the extent reasonably prac- 
ticable such dilution or unfair results, 
which may include: redeeming shares in 
kind; selling portfolio instruments prior 
to maturity to realize capital gains or 
losses, or to shorten the average matu- 
rity of portfolio instruments; withholding 
dividends; or utilizing a net asset value 
per share as determined by using avail- 
able market quotations. 


3. Applicant will maintain a dollar-weighted aver- 
age portfolio maturity appropriate to its objective 
of maintaining a stable net asset value per share; 


1 To fulfill this condition, Applicant intends to use 
actual quotations or estimates of market value re- 
flecting current market conditions chosen by its 
board of trustees in the exercise of its discretion to 
be appropriate indicators of value which may in- 
clude, inter alia, (1) quotations or estimates of 
market value for individual portfolio instruments, or 
(2) values obtained from yield data relating to clas- 
ses of money market instruments published by 
reputable sources. 
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provided, however, that Applicant will not (a) pur- 
chase any instrument with a remaining maturity of 
greater than one year, or (b) maintain a dollar- 
weighted average portfolio maturity which exceeds 
120 days.? 


4. Applicant will record, maintain, and preserve 
permanently in an easily accessible place a writ- 
ten copy of the procedures (and any modifications 
thereto) described in paragraph 1 above, and will 
record, maintain and preserve for a period of not 
less than six years (the first two years in an easily 
accessible place) a written record of its board of 
trustees’ considerations and actions taken in con- 
nection with the discharge of its responsibilities, 
as set forth above, to be included in the minutes of 
the boards of trustees’ meetings. The documents 
preserved pursuant to this condition shall be sub- 
ject to inspection by the Commission in accord- 
ance with Section 31(b) of the Act, as if such doc- 
uments were records required to be maintained 
pursuant to rules adopted under Section 31(a) of 
the Act. 


5. Applicant will limit its portfolio investments, 
including repurchase agreements, to those United 
States dollar-denominated instruments which its 
board of trustees determines present minimal 
credit risks, and which are of “high quality” as de- 
termined by any major rating service or, in the 
case of any instrument that is not rated, of compa- 
rable quality as determined by its board of trus- 
tees. 


6. Applicant will include in each of its quarterly re- 
ports, aS an attachment to Form N-1Q, a state- 
ment as to whether any action pursuant to para- 
graph 2(c) above was taken during the preceding 
fiscal quarter and, if any such action was taken, 
will describe the nature and circumstances of such 
action. 





2 In fulfilling this condition, if the disposition of a 
portfolio security results in a dollar-weighted aver- 
age portfolio maturity in excess of 120 days, Appli- 
cant will invest available cash in such a manner as 
to reduce the dollar-weighted average portfolio 
maturity to 120 days or less as soon as reasona- 
bly practicable. 
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NOTICE IS FURTHER GIVEN that any interested 
person may, not later than May 26, 1981, at 5:30 
p.m., submit to the Commission in writing, a re- 
quest for a hearing on the application accom- 
panied by a statement as to the nature of his or 
her interest, the reasons for such request and the 
issues, if any, of fact or law proposed to be contro- 
verted, or he or she may request that he or she be 
notified if the Commission shall order a hearing 
thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicant at the address stated above. Proof 
of such service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promul- 
gated under the Act, an order disposing of the ap- 
plication herein will be issued as of course follow- 
ing said date unless the Commission thereafter 
orders a hearing upon request or upon the Com- 
mission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is 
ordered, will receive any notices and orders 
issued in this matter, including the date of the 


hearing (if ordered) and any postponements there- 
of. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11751/April 29, 1981 


In the Matter of 


BROAD STREET INVESTING CORPORATION 
NATIONAL INVESTORS CORPORATION 
UNION CAPITAL FUND, INC. 

UNION INCOME FUND, INC. 

J. & W. SELIGMAN & CO. INCORPORATED 
SELIGMAN DISTRIBUTOR, INC. 

One Bankers Trust Plaza 

New York, New York 10006 


(812-4787) 
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ORDER PURSUANT TO SECTION 6(c) OF THE 
ACT GRANTING AN EXEMPTION FROM THE 
PROVISIONS OF SECTION 22(d) OF THE ACT 
AND RULE 22d-1 THEREUNDER. 


Broad Street Investing Corporation, National In- 
vestors Corporation, Union Capital Fund, Inc., 
Union Income Fund, Inc. (the “Funds’’), each of 
which is registered as an open-end, diversified, 
management investment company under the In- 
vestment Company Act of 1940 (‘Act’), J. & W. 
Seligman & Co. Incorporated and Seligman Dis- 
tributor, Inc. (collectively the “Applicants’’) filed an 
application on December 24, 1980, and an amend- 
ment thereto on March 25, 1981, for an order of 
the Securities and Exchange Commission (“Com- 
mission’), pursuant to Section 6(c) of the Invest- 
ment Company Act of 1940 (the “Act’), exempting 
Applicants from the provisions of Section 22(d) of 
the Act and Rule 22d-—1 thereunder to the extent 
necessary to permit sales of the Funds’ securities 
at net asset value to certain tax qualified employ- 
ee benefit plans for participating Seligman Affili- 
ated Employees, as defined in the application. 


On April 1, 1981, a notice (Investment Company 
Act Release No. 11714) was issued of the filing of 
the application. The notice gave interested per- 
sons an opportunity to request a hearing and stated 
that an order disposing of the application would be 
issued as of course unless a hearing should be 
ordered. No request for a hearing has been filed, 
and the Commission has not ordered a hearing. 


The matter having been considered, it is found 
that the granting of the requested exemptions is 
appropriate in the public interest and consistent 
with the protection of investors and the purposes 
fairly intended by the policy and provisions of the 
Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the 
Act, that the application for exemption from the 
provisions of Section 22(d) of the Act and Rule 
22d-1 thereunder, to the extent requested, be and 
hereby is, granted, effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11752/April 29, 1981 


In the Matter of 
AMERICAN BIRTHRIGHT TRUST 


and 


TAX-MANAGED FUND FOR UTILITY SHARES, 
INC. 

247 Royal Palm Way 

Palm Beach, Florida 33480 


(812-4822) 


ORDER OF THE COMMISSION AMENDING A 
PREVIOUS ORDER WHICH PURSUANT TO 
SECTION 6(c) OF THE ACT GRANTED A TEM- 
PORARY EXEMPTION FROM SECTION 16(a) OF 
THE ACT. 


On April 1, 1981, a notice was issued (Investment 
Company Act Release No. 11712) of the filing of 
an application on March 23, 1981 by American 
Birthright Trust and Tax-Managed Fund for Utility 
Shares, Inc. (‘Applicants’), registered under the 
Investment Company Act of 1940 (“Act”) as open- 
end, diversified, management investment 
companies, pursuant to Section 6(c) of the Act re- 
questing an order of the Commission amending a 
previous order of the Commission dated February 
24, 1981 (Investment Company Act Release No. 
11644). The previous order temporarily exempted 
Applicants from certain provisions of Section 16(a) 
of the Act to permit pursuant to a court order three 
“disinterested” persons and one new “interested” 
person to serve on the board of directors or board 
of trustees of the Applicants until Applicants’ 1981 
annual meetings of shareholders. The amended 
order extends the time period of the exemption to 
June 30, 1981, from April 30, 1981, the expiration 
date specified in the previous order. 


The notice gave interested persons an opportunity 
to request a hearing, and stated that an order 
disposing of the application would be issued as of 
course unless a hearing should be ordered. No re- 
quest for a hearing has been filed, and the Com- 
mission has not ordered a hearing. 


The matter having been considered, it is found 
that granting of the requested exemption is appro- 
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priate in the public interest and consistent with the 
protection of investors and the purposes fairly in- 
tended by the policy and provisions of the Act. Ac- 
cordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the 
Act, that the application for amendment of the 
Commission’s order dated February 24, 1981, 
contained in Investment Company Act Release 
No. 11644, to the extent requested, be, and here- 
by is, granted, effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11753/April 29, 1981 


In the Matter of 


SOURCE CAPITAL, INC. 
1888 Century Park East 
Los Angeles, California 90067 


(812-4594) 


ORDER PURSUANT TO SECTION 6(c) OF THE 
ACT GRANTING EXEMPTION FROM THE PRO- 
VISIONS OF SECTION 19(b) OF THE ACT AND 
RULE 19b-1 THEREUNDER. 


On March 26, 1981, a notice was issued (Invest- 
ment Company Act Release No. 11704) of the fil- 
ing of an application by Source Capital, Inc. (‘‘Ap- 
plicant’), a Delaware corporation registered under 
the Investment Company Act of 1940 (‘Act’) as a 
closed-end, diversified, management investment 
company whose shares are traded on the New 
York Stock Exchange, on January 16, 1980, and 
an amendment thereto on May 12, 1980, pursuant 
to Section 6(c) of the Act for an order of the Com- 
mission exempting Applicant from the provisions 
of Section 19(b) of the Act and Rule 19b-1 there- 
under to permit Applicant to distribute long-term 
capital gains more frequently than once in any one 
taxable year. 
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The notice gave interested persons an opportunity 
to request a hearing, and stated that an order 
disposing of the application would be issued as of 
course unless a hearing should be ordered. No re- 
quest for a hearing has been filed, and the Com- 
mission has not ordered a hearing. 


The matter having been considered, it is found 
that granting of the requested exemption is appro- 
priate in the public interest and consistent with the 
protection of investors and the purposes fairly in- 
tended by the policy and provisions of the Act. Ac- 
cordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the 
Act, that the application for exemption from the 
provisions of Section 19(b) of the Act and Rule 
19b-1 thereunder to the extent requested, be, and 
hereby is granted, effective forthwith, subject to 
the following condition to which Applicant has 
consented: 


(1) That this Order granting Applicant its re- 
quested exemption from the provisions 
of Section 19(b) of the Act and Rule 
19b-1 thereunder will terminate auto- 
matically upon the effectiveness of a 
registration statement under the Securi- 
ties Act of 1933 concerning any future 
public offering of Applicant’s shares. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





Volume 22, No. 11, May 12, 1981 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11754/April 29, 1981 


In the Matter of 


NEW YORK MUNICIPAL TRUST 
Series 1 and Subsequent Series 


MUNICIPAL SECURITIES TRUST 
Series 1 and Subsequent Series 


A CORPORATE TRUST 
Series 1 and Subsequent Series 


and 


BEAR, STEARNS & CO. 
55 Water Street 
New York, New York 10041 


(812-4542, 812-4362, 812-4347) 


ORDER AMENDING PRIOR ORDERS PURSU- 
ANT TO SECTION 6(c) OF THE ACT GRANTING 
EXEMPTIONS FROM THE PROVISIONS OF 
SECTION 22(d) OF THE ACT AND APPROVING 
EXCHANGES PURSUANT TO SECTION 11(a) 
OF THE ACT 


New York Municipal Trust, Series 1 and subse- 
quent series, Municipal Securities Trust, Series 1 
and subsequent series, A Corporate Trust, Series 
1 and subsequent series, each a unit investment 
trust registered under the Investment Company 
Act of 1940 (‘‘Act’’) (collectively, the ‘““Trusts’”) and 
their sponsor, Bear, Stearns & Co. (‘‘Bear, 
Stearns’) (collectively with the Trusts, “Appli- 
cants’), filed an application on October 31, 1980, 
and an amendment thereto on February 26, 1981, 
seeking an order of the Commission amending 
three prior orders of the Commission dated Octo- 
ber 17, 1978, November 8, 1978 (as amended on 
November 30, 1979) and May 23, 1980 (Invest- 
ment company Act Release Nos. 10444, 10475, 
(10966) and 11184). The prior orders (‘‘Prior 
Orders”) pursuant to Section 6(c) of the Act ex- 
empted Applicants from the provisions of Section 
22(d) of the Act to the extent necessary to permit 
Applicants to establish the “Reinvestment Plan,” 
the “Conversion Offer” and the “Exchange Privi- 
lege” and approved the terms of certain offers of 
exchange pursuant to Section 11(a) of the Act. 
The order amending the Prior Orders modifies the 
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basis upon which securities under those special 
plans are priced for sales and repurchases. 


On April 1, 1981, a notice was issued (Investment 
Company Act Release No. 11715) of the filing of 
the application. The notice gave interested per- 
sons an opportunity to request a hearing and stat- 
ed that an order disposing of the application would 
be issued as of course unless a hearing should be 
ordered. No request for a hearing has been filed, 
and the Commission has not ordered a hearing. 


The matter having been considered, it is found to 
be appropriate in the public interest and consistent 
with the protection of investors and the purposes 
fairly intended by the policy and provisions of the 
Act to issue an order amending the Prior Orders to 
permit units repurchased or sold pursuant to the 
special plans at a time when the initial offering of 
the trust units has been completed to be priced 
based upon the aggregate bid price evaluation of 
the units rather than the aggregate offering price 
evaluation of the units. Accordingly, 


IT IS ORDERED, pursuant to Sections 6(c) and 
11(a) of the Act, that the application for amend- 
ment of the Commission’s prior orders dated Octo- 
ber 17, 1978, November 8, 1978 (as amended on 
November 30, 1979) and May 23, 1980, contained 
in Investment Company Act Release Nos.10444, 
10475 (10966) and 11184, to the extent re- 
quested, be, and hereby is, granted, effective 
forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11755/April 30, 1981 


In the Matter of 


ACTIVE ASSETS MONEY TRUST 
ACTIVE ASSETS TAX-FREE TRUST 


and 


ACTIVE ASSETS GOVERNMENT SECURITIES 
TRUST 

Five World Trade Center 

New York, New York 10048 


(812-4860) 


NOTICE OF APPLICATION PURSUANT TO SEC- 
TION 6(c) OF THE ACT FOR AN EXEMPTION 
FROM SECTION 2(a)(19) OF THE ACT 


NOTICE IS HEREBY GIVEN that Active Assets 
Money Trust, Active Assets Tax-Free Trust and 
Active Assets Government Securities Trust (“Ap- 
plicants’), all registered under the Investment 
Company Act of 1940 (‘Act’) as open-end, diver- 
sified management investment companies, filed an 
application on April 10, 1981, for an order of the 
Commission pursuant to Section 6(c) of the Act 
declaring that Dr. Irwin Friend, a prospective trus- 
tee of the Applicants, shall not be deemed to be 
an interested person of the Applicants solely by 
reason of his position as a director of PMI Securi- 
ties Co. (“PMI’’), which is registered as a broker- 
dealer under the Securities Exchange Act of 1934 
(‘Exchange Act’). All interested persons are 
referred to the application on file with the Commis- 
sion for a statement of the representations made 
therein, which are summarized below. 


PMI was originally organized in December, 1972, 
to be a holding company of two mortgage insur- 
ance companies (‘‘insurance companies’’). In 
1973 PMI and the insurance companies were ac- 
quired by Allstate Insurance Company (‘‘Alistate’’) 
and PMI commenced doing business as a ‘“match- 
maker’, that is, bringing together buyers and sell- 
ers of whole mortgages and participations on resi- 
dential properties without compensation. In 
September, 1981, PMI was sold by Allstate to the 
newly-formed PMI Mortgage Corporation, a 
wholly-owned subsidiary of Allstate Enterprises 
Inc., which is in turn, a wholly-owned subsidiary of 
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Sears, Roebuck & Co. (‘Sears’). Subsequently, 
PMI was transferred to Seroco Enterprises Inc., 
another wholly-owned subsidiary of Sears. 


Applicants state that PMI is not now and since its 
registration as a broker-dealer under the Ex- 
change Act has not been engaged in the business 
of buying or selling any securities either as a bro- 
ker or dealer. However, PMI contemplates acting 
as a broker-dealer in the distribution of mortgage 
pass-through securities issued by its parent, PMI 
Mortgage Corporation. These securities may be 
registed pursuant to the Securities Act of 1933. 
Applicants state that non-registered private place- 
ments of securities are also contemplated. Dr. 
Friend is an Edward J. Hopkinson Professor of Fi- 
nance and Economics at the Wharton School of 
the University of Pennsylvania, and is also Direct- 
or of the Rodney L. White Center for Financial Re- 
search at the University of Pennsylvania. Appli- 
cants represent that Dr. Friend has had no past 
employment, consulting, contractual, financial, or 
other relationship with PMI or any affiliated person 
of PMI, other than as a director of PMI, the insur- 
ance companies and PMI Mortgage Company. 


Active Assets Money Trust represents that its in- 
vestment objectives are high current income, pres- 
ervation of capital and liquidity and that it will in- 
vest in short-term money market instruments. 
Active Assets Tax-Free Trust represents that its 
investment objective is to provide as high a level 
of daily income exempt from federal income tax as 
is consistent with stability of principal and will in- 
vest in those short-term money market instru- 
ments, the interest on which is exempt from feder- 
al income tax. Active Assets Government 
Securities Trust represents that its investment pol- 
icy requires it to invest in short-term United States 
government securities. Each of the Applicants rep- 
resent that it is precluded from purchasing inter- 
ests in real estate, except that Active Assets 
Money Trust and Active Assets Tax-Free Trust 
may, among other things, purchase securities that 
are secured by real estate or interests therein. Ap- 
plicants state that they believe the mortgage pass- 
through securities proposed to be the subject of 
PMI’s broker-dealer businesses are not securities 
which would generally be appropriate for invest- 
ment by any Applicant. In any event, Applicants 
undertake that they will not, under any circum- 
stances, do any business, directly or indirectly, 
with PMI in any capacity, whether as a broker- 
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dealer or otherwise, so long as Dr. Friend is a trus- 
tee of Applicants and a director of PMI. 


Section 2(a)(19) of the Act, in pertinent part, de- 
fines an “interested person” of an investment 
company to include any broker or dealer regis- 
tered under the Exchange Act or any affiliated per- 
son of such broker or dealer. The term “affiliated 
person” of another person is defined by Section 
2(a)(3)(D) of the Act to include a director of such 
other person. Dr. Friend is a director of PMI and is, 
therefore an affiliated person of PMI. Applicants 
do not concede Dr. Friend to be an interested per- 
son of any of the Applicants following his election 
as a trustee, but seek to have Dr. Friend deter- 
mined by order to be a disinterested trustee, 
notwithstanding his status as a director of PMI. 


Section 6(c) of the Act provides, in pertinent part, 
that the Commission, by order upon application, 
may conditionally or unconditionally exempt any 
person from any provision of the Act, if and to the 
extent that such exemption is necessary or appro- 
priate in the public interest and consistent with the 
protection of investors and the purposes fairly in- 
tended by the policy and provisions of the Act. 


Applicants submit that it would be misleading to 
shareholders and unfair to Dr. Friend to identify 
him as an interested trustee of Applicants since 
such a label, they contend, implies the existence 
of an actual or a potential conflict of interest 
which, Applicants claim, does not in fact exist. Ap- 
plicants assert that because of Dr. Friend’s per- 
sonal stature and the removal of any possibility 
that Applicants will do business with PMI, Dr. 
Friend will be in a position to act independently on 
behalf of the Applicants and their respective 
shareholders without any possible impairment 
arising out of his affiliation with PMI. 


Accordingly, Applicants believe that it would be in 
the best interests to have Dr. Friend’s status as a 
disinterested trustee clearly acknowledged and 
that the requested exemption is therefore appro- 
priate in the public interest and consistent with the 
protection of investors and the purposes fairly in- 
tended by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than May 26, 1981, at 5:30 
p.m., submit to the Commission in writing, a re- 
quest for a hearing on the application accom- 
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panied by a statement as to the nature of his or 
her interest, the reasons for such request and the 
issues, if any, of fact or law proposed to be contro- 
verted, or he or she may request that he or she be 
notified if the Commission shall order a hearing 
thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicants at the address stated above. 
Proof of such service (by affidavit or, in the case of 
an attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided 
by Rule 0-5 of the Rules and Regulations promul- 
gated under the Act, an order disposing of the ap- 
plication herein will be issued as of course follow- 
ing said date unless the Commission thereafter 
orders a hearing upon request or upon the Com- 
mission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is 
ordered, will receive any notices and orders 
issued in this matter, including the date of the 
hearing (if ordered) and any postponements there- 
of. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








LITIGATION 





Litigation Release No. 9349/April 24, 1981 


SECURITIES AND EXCHANGE COMMISSION v. 
BARCLAY FINANCIAL CORP., 
(S.D. Fla. Civil Action No. 81-708—CIV—WMhk). 


Jule B. Greene, Administrator, Atlanta Regional 
Office of the Securities and Exchange Commis- 
sion announced the filing of an Amended Com- 
plaint in the United States District Court, Southern 
District of Florida, Miami Division, on April 10, 
1981 adding Dennis E. Greenman (““Greenman’’), 
of Miami, Florida as an additional defendant in the 
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civil injunctive action filed by the Commission 
against Barclay Financial Corp. (“Barclay”) on 
April 1, 1981. 


Greenman has been employed by Barclay as a 
senior vice president for investments since May, 
1980. 


The Commission's Amended Complaint alleged 
that Greenman, in the offer and sale of nationally 
traded common stock and options had engaged in 
a scheme or artifice to defraud and had made nu- 
merous untrue statements of material facts con- 
cerning, among other matters; the risks of the in- 
vestment, profits and losses and the nature of the 
activity in the accounts. Specificallyn the Complaint 
alleged that Greenman stated falsely that each 
day securities positions in the accounts were liqui- 
dated leaving a cash balance. 


The Commission sought a Temporary Restraining 
Order and Preliminary and Permanent Injunctions, 
enjoining the defendant Greenman from further vi- 
olations of the anti-fraud provisions of the Securi- 
ties Act of 1933 and the Securities Exchange Act 
of 1934, the establishment of a trust over the 
assets of Greenman, an accounting of all assets of 
defendant Greenman, an accounting of all monies 
or other benefits obtained by Greenman as a re- 
sult of his alleged fraudulent conduct and dis- 
gorgement of all monies and other assets obtained 
by defendant Greenman as a result of the alleged 
fraud. 


On April 10, 1981, following a hearing, the Honor- 
able William Hoeveler, United States District 
Judge for the Southern District of Florida in Miami 
entered a Temporary Restraining Order temporar- 
ily restraining Greenman from further violations of 
the anti-fraud provisions of the securities laws, or- 
dering Greenman to prepare a schedule of all 
assets, and a schedule of all ordinary and neces- 
sary living expenses and to be prepared to file 
such with the Court. The order further prohibits 
Greenman from transferring or disposing of any 
personal assets or assets of customers of Barclay 
in his possession or control with the exception of 
customary and necessary living and medical ex- 
penses and certain expenses necessary to pre- 
serve assets. 


Previously, on April 2, 1981, Judge Hoeveler had 
entered a Temporary Restraining Order against 
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Barclay, appointed a Temporary Receiver, estab- 
lished a Trust over the assets of customers of 
Barclay and granted other ancillary relief. 


The Court set the hearing on the Preliminary In- 
junction and other ancillary relief respecting 
Barclay and Greenman on April 16, 1981. 





Litigation Release No. 9350/April 27, 1981 


SECURITIES AND EXCHANGE COMMISSION v. 
PARHAM AND COMPANY, INC., AND ROBERT 
GERALD PARHAM, JR. (CA LRC-81-210) (ED 
ARK) 


Wayne M. Secore, Administrator of the Fort Worth 
Regional Office of the Securities and Exchange 
Commission, announced that on April 21, 1981, 
the Honorable George Howard, Jr., United States 
District Judge for the Eastern District of Arkansas, 
entered an order of permanent injunction against 
Parham and Company, Inc., a registered broker- 
dealer located in Little Rock Arkansas, and 
Roberty Gerald Parham, Jr., the chief executive 
officer of Parham and Company, Inc., also of Little 
Rock. The order, which was entered simultane- 
ously with the filing of the complaint enjoins the 
defendants from further violations and aiding and 
abetting violations of the net capital, recordkeep- 
ing, and notification provisions of the Securities 
Exchange Act of 1934. The defendants consented 
to the order without admitting or denying the alle- 
gations contained in the complaint. 





Litigation Release No. 9351/April 27, 1981 


SECURITIES AND EXCHANGE COMMISSION v. 
BISHOP INVESTMENT CORPORATION, ET AL 
(USDC, ND TEXAS) (CA 3-81-0609D) 


Wayne M. Secore, Administrator of the Fort Worth 
Regional Office, announced that on April 16, 1981, 
the Commission filed a complaint in the United 
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States District Court for the Northern District of 
Texas against G. Charles Cole (Cole) of Dallas, 
Texas; Ronald E. West (West) of Laguna Niguel, 
California, Chancellor Investments Inc. (Chancel- 
lor), G. ©. Cole Corporation (GCCC), Merit Invest- 
_ments, Inc. (Merit), M.T.L.D. Inc. (MTLD), Sun In- 
vestments, Inc. (Sun), Wesco Investments Inc. 
(Wesco), and White Rock Investments Inc. (White 
Rock), all located in Dallas, Texas; and Bishop In- 
vestment Corp. (Bishop) of Costa Mesa, Califor- 
nia. The complaint sought to permanently enjoin 
each of the defendants from further violations of 
the registration and antifraud provisions of the fed- 
eral securities laws. 


The complaint alleged that since April, 1976, the 
defendants offered and sold to over 2,000 invest- 
ors more than $80 million of unregistered securi- 
ties in the form of tax sheltered limited partnership 
interests in violation of the registration provisions 
of the federal securities laws. According to the 
complaint, the defendants formed over 150 limited 
partnerships (investment partnerships) in which in- 
terests were sold to the public. Bishop, Chancel- 
lor, GCCC, Merit, MTLD, Sun, Wesco and White 
Rock, a group of affiliated companies owned and 
controlled by Cole and West, acted as general 
partners of the investment partnerships. Funds 
raised through the sale of interests in investment 
partnerships were then invested in other limited 
partnerships (project or intermediate partnerships) 
which purportedly owned or were purchasing real 
property in the form of hotels, apartment houses, 
or other business properties. 


The complaint further alleged that the defendants 
violated the antifraud provisions of the federal se- 
curities laws by making misrepresentations and 
omitting to state material facts in connection with 
the offer and sale of the above described limited 
partnership interests. These omissions and mis- 
representations concerned, among other things, 
the use of investor proceeds; the amount and na- 
ture of fees to be paid to the general partners; the 
financial status of each issuer of limited partner- 
ship interests; the availability of promised tax ben- 
efits; the properties in which funds were invested; 
and the commingling of investor funds. 


Simultaneously with the filing of the complaint, 
each of the defendants consented to the entry of 
final judgments of permanent injunction against 
them without admitting or denying the allegations 
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contained in the Commission’s complaint. The 
Honorable Robert M. Hill, United States District 
Judge for the Northern District of Texas, signed 
the final judgments on April 16, 1981. 





Litigation Release No. 9352/April 28, 1981 


UNITED STATES OF AMERICA v. JOHN P. 
HUBERTY (United States District Court for the 
District of Minnesota, Criminal Action File No. 
4-80-112) 


Thomas K. Berg, United States Attorney for the 
District of Minnesota, and William D. Goldsberry, 
Administrator of the Chicago Regional Office of 
the Securities and Exchange Commission, an- 
nounced that on April 9, 1981, John P. Huberty of 
Minnetonka, Minnesota, plead guilty before the 
Honorable Miles W. Lord, United States District 
Judge for the District of Minnesota, to two counts 
of mail fraud (18 U.S.C. 1341) in connection with 
an alleged scheme by Huberty, a salesman for a 
registered broker-dealer, in which he obtained ap- 
proximately $1 million for the purpose of purchas- 
ing securities on behalf of his customers but in- 
stead converted the funds for his own use. A 
pre-sentence report was ordered by Judge Lord. 


Huberty had, on June 30, 1980, pursuant to a 
complaint filed by the Commission, been prelimi- 
narily enjoined from further violations of the anti- 
fraud provisions of the Federal securities laws. In 
the Commission’s action, a receiver was ap- 
pointed and Huberty was ordered to disgorge all 
funds and assets received by him in connection 
with the above matters. 


For further information, see Litigation Release 
Nos. 9116, 9140, and 9239. 
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Litigation Release No. 9353/April 29, 1981 


U.S. v. CATHRYN WENCKE (U.S.D.C., Southern 
District of California, Criminal Action No. 81-483) 


The Los Angeles Regional Office of the Securities 
and Exchange Commission and the U. S. Attor- 
ney’s Office for the Southern District of California 
announced that on April 22, 1981, a federal grand 
jury in San Diego, California handed up an indict- 
ment charging Cathryn Wencke with two counts of 
perjury. Cathryn Wencke is the wife of fugitive fin- 
ancier, Walter Wencke, of Rancho Santa Fe, 
California. 


Mrs. Wencke is charged with giving false testimo- 
ny in federal court in San Diego in July, 1980 in 
connection with proceedings in S.E.C. v. Walter 
Wencke, et al., a case in which Walter Wencke 
and others, including Cathryn Wencke, were char- 
ged with securities fraud. The indictment also 
charges her with giving false testimony in May, 
1979 in proceedings in SEC v. Bookkeepers, Ltd., 
et al., a case in which Walter Wencke and others 
were charged with defrauding the minority share- 
holders of Bookkeepers, Ltd., et al.. The grand 
jury charged that on both occasions Mrs. Wencke 
testified falsely about the location and existence of 
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certain records and documents pertaining to 
Wencke related businesses. 


Walter Wencke was convicted in 1978 of mail 
fraud and making false statements to the Securi- 
ties and Exchange Commission. He was sen- 
tenced to a five-year jail term. However, he 
jumped bail before serving his sentence and a fu- 
gitive warrant has been outstanding against him 
since 1979. Also outstanding against him is an in- 
dictment charging mail and securities fraud arising 
out of the Commission’s investigation in S.E.C. v. 
Bookkeepers, Ltd., et al. 


The indictment against Mrs. Wencke charges her 
with one count of violating Title 18, Section 1621 
of the U.S. Code and one count of violating Title 
18, Section 1623 of the U.S. Code. Each count 
carries a maximum penalty of five years in jail and 
provides for a fine of $2,000 and $10,000 respec- 
tively. 


For further information, see Litigation Release No. 
8965, December 31, 1979. 
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